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Paj
M INVESTIGATION OF ILLEGAL OR IMPROPER ACTIVITIES IN
12 CONNECTION WITH THE 1996 FEDERAL ELECTION CAMPAIGN

m
#! THURSDAY, JULY 24, 1997
tsl Uruted States Scnate,
¢ Committee on Governmental Affairs.
m Washington, D.C.
@ The Committee met, pursuant to notice. at 10:53 am.,
® in Room SH-216, Hart Senate Office Building, Hon. Fred
{10] Thompson, Chairman of the Committee, presiding.
(11} Present: Scnators Thompson, Collins, Brownback,
{121 Domenici, Cochran, Nickies, Specter, Smith, Bennett, Glenn,
13} Levin, Licberman, Akaka, Durbin, Torricelli, and Cleland.
{141 Chairman Thompson. Let's come to order, please.
1's] All right.This is a continuation of our hearings with
118) regavrd to ilegal and improper activities concerning the
(11 1996 Federal election campaigns.
P8 Senator Glenn, do you have any preliminary statement to
9y make?
(2 Senator Glenn. No opening statement, Mr. Chairman.
@] Chairman Thompson. | have no cpening statement.
1221 Mr. Fred Volcansek is our first witness. Sir, will you
[ stand and raise your right hand? Do you solemnly swear that
124] the lestimony you are about to give will be the truth, the
2s]_whofe truth, and nothing but the truth, so help you, God?
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(1 Mre.Volcansek. 1 do.
13 Chairman Thompson. All right, sir. M¢. Volcansek, do
(3]_you have a statement?
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1 TESTIMONY OF FREDERICK W VOLCANSEK, SR., FORMER
(% CONSULTANT FOR THE NATIONAL POLICY FORUM;
m ACCOMPANIED BY BOBBY BURCHFIELD, ESQ., COVINGTON &
40 BURLING, WASHINGTON, D.C.
(51 Mr.Volcansek Thank you, Mr. Chairman and members of
161 this honorable Committee.
M My name is Frederick W. Volcansek, S¢.
9 Senator Glenn. Use the mike there, glusc. Getitup
™ closer so that can hear. ik you.
g Mr.Volcansek. My name is Frederick W. Volcansek, 5r.,
11 and | reside with my wife at 10 Moss Bluff Court in The
(2] Woodlands, Texas. We have five children, lour of whom are
113] currently in college. | am employed as a vice president for
4 internatonal Development at Mosbacher Power Group in
(18t Houston, Texas. | also serve as the president of Mosbacher
8) Power Brasil Limitada.
N Afwer graduating from college in 1967, 1 followed in
119] the foolsteps of my father, Brigadier General Max. ).
1191 Volcansek, Jr., by entering the United States Marine Corps.
120} { was awarded the Bronze Star with “V™ for my setvice in
121) combat in Vietnam and held the rank of caplain when | left
(2 the Corps in 1973. From 1973 to 1978, worked for a
@3 manufacturing company. and from 1978 to 1988,1 was in
[24] private business in Utah.
25 __From December 1988 until early 1989, | worked for the

i1 Presidential Inaugural Committee. Beginning in March of
121 1989 through September of 1992,1 held a vanety 4
@ positions at the United States Department of Commerce,
(¢ serving first as the director of Extcrnal Affairs from March
151 of 1989 to September of 1990, and then, next as the Deputy
6] Assistant Secretary for Basic Industries, Trade Deveiopment
(7 in the International Trade Admipistration until Junc of
8 1997, and from June of 1992 until September 1992 as Acting
(et Depury Under Secretary for the International Trade
‘o) Administration. From late 1992 until June of 1996, 1 was
i11] the head of 2 consulting firm that represented 2 number of
121 multinational corporations in the International Business
{13] Development. In June of 1996, 1 joined Mosbacher Powe.r
4 Group.
‘15 When | first leacned that I might be called before this
,e] Committee. it was my understanding that the Commitiee was
‘117 interested in investigating a loan obtained by the National
‘1w Policy Forum from Signet Bank in October of 1994. Of
9 particular interest to the Committee, [ gathered, was the
(201 guarantee of that loan by a Florida corporation called Young
(a1 Brothers Development (USA). and the participation in that
22 loan transaction by a Ms. Ambrous Tung Young, a well-known
23 Hong Kong businessman.
f2¢)  As was the casc at my deposition before the Committce
2% staff on Mondayv, July the 21st, [ am fully preparcd (o

Page §

- (1 answer the Commitice’s questions about that transacticn ©

{2 the best of my ability.
;@ 1recently learned of another topic that at least the
' {4 minority counsei in this Commitice might be interested in
i 15 pursuing with me. While on a recent business trip to the

(& Middle East, just this last month, | became aware: that the
: m Department of Commerce had issued 2 worldwide request
. i requesting information about me from all locations where |
! m had waveled during my duties with the Commerce Department.
(1e) Upon returning from that trip, my counsel submitted a
lit1] Freedom of Information Act request seeking information about
|21 the source of that inquiry.
it To its credit, the Department of Commerce promptly
l!“l processed my request and revealed that Mr.Alan Baron,
'1s) minority counsel 1o the Committee, faxed a letter to the
'11s) Honorable William M. Daley. Secretary of Commerce, on May
‘1n 27, 1997, asking the Secretary to provide the Commitice with
'na) all documents referring or relaling to Mr. Volcanusek,
‘119 including all correspondence, tecommendations, memoranda,
i120) travel and trade mission records. A copy of Mr. Baron's May
21} 27,1997, letter is attached to this statement, as is a copy
i@ of the Deparunent’s response dated June 27, 1997, from Mr.
.23 John F Sopko, chief counsel for Special Matters, who | am
irsl informed recently left his position as minority chief
igzﬂ counsel for this Commitiee.
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{1y Again, to the credit of Secretary Daley and the
@1 Department, Mr. Baron’s request was forwarded to the Office
' 131 of the General Counsel and processed as a request under the
" ) Freedom of Information Act. In view of the weil-known

151 procedures for seeking information under FOLA, | am frankly

s baffled by Mr. Baron's decision to address his letter 10 the

M Secretary of Commerce rather than to the Commerce official

ta] charged with complying with FOIA requesis. | am further

@ mystified by the minonity counsel's inquiry, since his
{tap letter correctly states that | served in the Department of
1111 Commerce from 1989 until 1992, whereas Scnate Resolution 39
1121 authorizes this Comumittee to expend funds for the solc
(+3 purpose of conducting an investigation of ilfegal activities
114} in connection with the 1996 Federal eleclion campaigns.
s Clearty, my service in the Department of Commerce had

(*6] nothing to Jo with the 1996 clection, and 1 believe it is
#n far outside this Commitiee’s mandate.
p8y My puzzlement was increased during my deposition on
1) July 21, 1997, during which the minority counscl spent
1207 almost a half an hour out of a threc-hour session iINGuIrng
{2 about how the Bush Commerce Department sciccied parucipants
122 in trade missions and whether [ had atiowed mysclf e be

(23 improperly influenced and whether [ had done anything )
(24 uncthucal or improper during my 1cnure at the Department ol
1251 Commerce.
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(1 Upon reflection, it appears that the minority staff may (1] marketpjgce. A draft of that white paper was circulated to -
2 be interested in determining whether [, as Deputy Assistant @ members of the Competing in the Global Marketplace Puiicy
13 Secretary of the Department of Commerce, was engaged in 131 Council on July 15, 1994, and was finalized after
] activitics bearing any similarity to those of another more [4} consideration of comments from counscl members somctime
15! famous former Deputy Assistant Secrerary of Commerce, Mr. (51 thereafter.1 also patticipated in the organization of the
15 John Huang. . lg Telecommunications and Environmental conferences.
m  Of course.l know nothing of Mr. Huang's activitics M Asathink ank National Policy Forum was run as a
#) other than what | have read in the papers or heard in the . (8 separate organization from the Republican National
® news, but | can assure this Comemittee absolutely, 19) Committee. Although Haley Barbour served as chairman of
101 unconditionally, and without any qualification of the :110) both the Republican National Committee and the National
1) following facts. /{111 Policy Forum, the othet goverrung officers were different.
nay  First, during my entire tenure at the Department of Ip2) First, Michae! Basoody, and then John Bolton, served as
13 Commerce, I was fully aware of my obligations under the 113 president of the National Pelicy Forum. My dear friend, Dan
{14} Hatch Act and, accordingly, had no involvernent in political ‘(4] Denning, served as chief operating officer. | understood
118 activities, including the sclicitation of funds for any ‘018) that the National Policy Forum had a 12-member board of
18] political party, candidate, or committce. ‘{181 directors 1o guide its work
nn Second, although | was privy to confidential .1n  Nothing that I saw or heard led me to believe that the
(8] information in my various positions at the Department of {18} Natuonal Policy Forum was anything but a think tank or, as
119 Commerce, | safeguarded that information in every ‘191 some have alleged, that it was merely a ruse to funnel
201 conceivabie way. At no tme did [ ind it necessary to ‘o illegal contributions to the Republican National Commiiitee.
121} ieave the Commerce Department building and go back to the 21} At some point, during the spring or summer of 1994, |
22 Willard Hotel or to any other location to make or receive ‘2 was asked to aid the National Policy Forum in its
23 telephone calls, send or receive faxes, or send or receive .20 fund-raising efforts. At that point in time. [ was told
2¢) mail. [ can imagine no circumstance under which such ‘{24] that the Republican National Commuittee had advanced well
[25]_activities would be necessary or proper by 2 person holding :[25;_over $2 million to fund the operations of the National
Page s . Page 11
{1 that position. 1] Policy Forum, and that some of those loans from the
@  Third, during my three-and-a-half years at the {21 Republican National Committee to the Nalional Policy Forum
@ Department of Commerce, | was invited to the White House to ! @ were now due. During a nutnber of conversations with Dan
4} meet with President Bush exactly zero times. [n my ' 4] Denning, some of which aiso involved Don Fierce, the chief
{51 experience, it was most unusual for 2 Deputy Assistant (] strategist of the RNC and confidant of Haley Barbour, we
(8 Secretary 10 have the occasion to visit with the President. | (& decided to pursuc the loan transaction that the Commiltce is
M  Finally,] am aware of no instances which participants | M investigating.
18] in trade missions were selected because they had contributed ‘I ®  Asl recall, the National Policy Forum had received
™ money to the Republican Party or 1o President Bush's i @ donor commitments of over $1.5 million, but those
1) campaigns. To my knowledge, all trade missions were staffed |(t0} commitments were slow in being fulfilled. To aliow the
(et on the basis of the economic and business qualifications of 1{11) National Policy Forum to pay its ongoing <osts of operation
12 the applicants. (12 as well as to repay part of the amounts it had received from
1131 Let me be very clear. To whatever degree the press 1193 the Republican National Committee, the National Policy Forum
4] accounts of Mr. Huang's activities while serving as Deputy if'4] had inquired about obtaining a loan from a bank. 1 was told
{151 Assistant Secretary of Commerce are true, | can assure this irst that Signet Bank was willing to make the loan, but would do
@ Committee ([rom my personal knowiedge and expetience that i(18] so only if collateral in the form of certificates of deposit
tn everybody does not do it. 117 were posted with the bank to cover the loan in the event
s Sometime during the spring of 1994, | was appraached by i@ that the National Policy Forum defaulted.
{19 representatives of the National Policy Forum with the 9 Several years ago before, Richard Richards, whom | knew
1201 request that | serve on the Forum's Policy Council on ‘201 from political circles in Utah and through the Mormon Church
@1 Competing in the Global Markespiace. 1 was informed that i21] here in the Washington, D.C., area, had introduced me in 2
22 former USTR Representative Carla Hills and Oren L. Benton, (221 social setting to Ambrous Young. Upon obtainung assurances
23] chairman and chief executive officer of CONCORD would serve (23] from lawyers that a guarantee of the loan by Mr Young's
i24] as co-chairs of this Policy Council. This invitation was if24) company would be perfectly legal and proper, [ agreed to
125) confirmed in 2 letter from NPF President Michael E. Baroody '12s]_approach Mr. Richards' nephew and business aysociatz, Steve
Page 9 Page 12
111 onApril 22, 1994, and | accepied the invitation by letter 11 Ruchards, about the possibility of obtaining a loan
@ dated May 2, 1994, to Mr. Baroody. @ guarantee from Mr. Young's company.
1 When { accepted the invitation to serve on the Forum's .13 1learned from Steve Richards that Mr. Young was very
4 Policy Council. it was my understanding, and continues to my " 14} interested in public discussion of United States policy
§1 understanding, that the National Policy Forum was a think 15) towards China and was already considering a major gaft lo a
@ tank, dedicated to the analysis of public policy 16) Washington-based think tank. 1 believe the Center for
(7 alternatives, and in particular to elicit the views of M Strategic and [nternational Studies was the principal chink
(0 recognized experts and members of the public at large on ) tank being considered at that time. Since this was an ssuc
@ critical issues facing our Nation. In other words, | viewed 19) that the National Policy Forum mught also be studying, Steve
110} the National Policy Forum then, and continue to view it. as 19 Richards was optimistic that Mr. Young would look favorabiy
{111 an organization that was much like the Heritage Foundation, 111] upon a request to place the guarantee.
112 the Cato Institute, or the Center for Strategic and pal During the late spring and summer of 1994, [ had a
{13 International Srudjes. I never understood the National *31 number of discussions with Steve Richards and my firend,
114 Policy Forum to be engaged in clectioneering and any {4, Ruchard Ruchards. concerrung the possibility of Young
15 political contributions, any political advertisements. or 11s) Brothers Development guaranteeing a loan from Signet 1o the
(16} endorsing any candidates. They never engaged in any i*6) National Policy Forum. These discussions led to 2 visit by
1n get-outthe-vole or voler registration cfforts, or did any 117 Rechard Richards and me to go to Hong Kong to discuss this
1:8) of those thangs that we associate with political committees. g matter directly with Ambrous Young. Du{:ng late August
19 Rather, to my knowledge, the National Policy Forum did 9] 1994. 1 attended a dinner at Sam & Harry's with Ambrous
120] exactly what it told the public it would do. By newspaper 2a1 Young, hus wife Ansuc. Loren Young. Richard Richards. Steve
121 accounts, I gather that the National Policy Forum held 2" Richards. Don Fierce. and Haley Barbour. Mr Young s
{22 public forums around the country on a wide range of issucs, (221 wnterest in United States policy loward China was discussed.
(23 from global competition, to entitlement reform, (0 education 1231 as was the possibility of Young Brothers Development
{24 reform. and so forth. The policy council on which ! served (24] guaranteeng a loan to the Nauonal Policy Fotum. A couple
125 produce a whte paper on compeung in the global 25 of weeks later, [ learned that the Unuted States subsidiasy
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{1t of Young Brothers Development, a Florida corporation, called
%l Young Brothers Development (LSA), had agreed to post the
1 suflicient certificates of deposit to guarantee the loan.
)  Once Young Brothers Development had agreed to guarantee
(8 the loan. my personal involvement in the transaction ended.
61 [ was aware that Signet foaned the NPF $2.1 million, based
M upon Young Brothers Development (USA) posting an equivalent
@ doliar value of certificates of depasit with Signet Bank. [
® also learned that National Policy Forum used about a
vt half-a-million dollars of the loan proceeds to pay its
[t} ongoing opcraling expenses and used the remainder to repay
1121 part, but not nearly all, of its obligations to the
'3 Republican National Committee. { also know that the
"4 transaction was specifically and carefully reviewed by
15] numerous cxtremely capabie lawyers, who speciically
118} focussed on the question whether the loan guarantee violated
1171 any law or tegulation.
1y Specifically, Shea & Gardner, which [ know to be a very
119) reputable law firm in the Washington, D.C., area,
{201 represented Signet Bank in the loan transaction.
{21 Benton L. Becker, who served as secretary-treasurer and
1271 general counse) 1o Young Brothers Development (USA) and who
123 had previousiy scrved as counsel to President Gerald Ford,
24] represented Young Brothers Development (USA). As one of
{231 _scveral conditions in a letter addressing the guarantee, Mr.

a
11 focused on domestc individuals and corporations, which |
@ understand are not of interest to the Committee. During
@ that time, 1 neither solicited nor raised any money from
{4 foreign sources on behalf of the National Policy Forum.
(st was not paid the final instaliment due me under my agreement
- (& with the National Policy Forum, and | was at ano time paid
" 1 any bonus or commission by the National Policy Forum. [
¢ @t shoyld emphasize that pone of these payments-none of these
- (9 payments was related in any way to the loan guarantee by
1oy Young Brothers Development (USA) of the Signet loan to the
'119) National Policy Forum. [ neither asked nor ceccived any
'3 payment relating to the joan guarantec.
‘131 Later, as the National Policy Forum continued to have
‘(+4} difficulty making its payments on the Signet loan, | was
‘15 asked to approach Mr, Young through Richard Richards and
:(v6) Benton Becker to determine if Mr. Young would consent to pay
{17 the outstanding balance of the loan, which was then about
181 $1.5 million. [ was informed that Young Brothers
|11 Development (USA) expected the National Policy Forum to pay
0] the loan balance. When the National Policy Forum was
‘@1 ultimately unable to do 30, Signet foreclosed on Young
/1221 Brothers Development (USA)'s collateral and used those
(23 proceeds to pay the outstanding balance of the loan.
'Re)  Upon this forectosure, | learned that Young Brothers
11251 Development (USA) and Mr. Young were quite disturbed. | was
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1) Becker required that “prior to the loan transaction. the
21 general counsel for the National Policy Forum will provide a
P writen opinion letter to the general counsel of Young
s} Brothers Development (USA), concluding that Young Brothers
{51 Development (USA)'s service as a2 loan guarantor for the
1¢1 National Policy Forum, as described herein, constitutes no
™ violation of U.S. law.”
®  E Mark Braden, Esquire, 2 partner at Baker & Hostetler
) in Washington, D.C., and former chief counsel to the
{101 Republican National Committee, issued the required opinion
(11 letter on behalf of the National Policy Forum, concluding in
'3 part that “Young Brothers Development (USA), Inc's
(13 participation in this loan transaction as a third-party
"4} provider of collateral does not conflict with any provision
18] of any Federal clection or campaign financing regulation.”
1e) 2 copy of Mr. Braden's opinion letier is attached as Exhibit
1 C.
(18} Because the Republican National Commitiee was a
i"9l principal creditor of the National Policy Forum, | also
120} discussed the transaction with the Republican National
211 Committee’s general counsel. David Norcross, who considered
{221 it perfectly legal and appropriate.
23 In sum, numerous nationally prominent campaign finance
(24} lawyers revicwed this transaction and deemed it perfectly
125)_legal, cthical, and proper in all respects. this way a
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1 asked to negotiate a resolution to avoid the possibility of

{ & litigation 2mong Young Brothers Development (USA), the
1 [l National Policy Forum, and potentially the Republican
| 41 Nationai Committee, which Young Brothers Development {USA)
| 181 believed should have stepped in to pay the loan. It was
i @ clear to me that the Republican National Cormmitiee had not
i M guaranteed the loan, and if it had intended to guarantee the
| W loan, the participation of Young Brathers Development (USA)
! 'would have been unnecessary. On the other hand, Young

1o Brothers Development (USA) and Mr. Young himself were

93} clearly upset that the bank had seized the collateral and
121 very well might have pursued the matter into litigation.
{13t Toavoid this outcome, ] was involved in working out an
j(r4 arrangement by which the National Policy Forum would repay
i(15] Young Brothers Development (USA) roughly half of the value
‘(19 of the seized collateral. This arrangement was concluded in
1 eacly 1997. Since | had 2 role in persuading Young Brothers
‘(18 Development to post the collateral in the first place, [ was

‘'9 personally disappointed to see all the parties 1o the

IR0 transaction become so dissatisfied.

‘@  One fact is crystal clear. Whea the loan was first

/22 made, it was not the infention of anyone that the

.29 certificates of deposit posted as collateral for the Signet

f2¢) loan to National Policy Forum would be forfeited to pay the
‘zs1 loan. That Was not my intention when { first raised the

15
1] transaction that was conducted in the full light of day with
12 the most extensive legal review that | have ever seen for a
[ transaction of comparable value. While 1 am no lawyer and
181 cannot hold myself out as an expert on the intricacies of
12 the Federal campaign finance laws, 1 was absolutely
# convinced at the time arwd remain absolutely convinced roday
{71 that this transaction was legal, ethical, and proper in
18 cvery respect.
©  1continucd to assist the National Policy Forum in
19 raising money during 199% and succeeded in raising several
{111 hundred thousand dollars from domestic sovrces. |
1y understood, however, that the National Policy Forum was
{131 having Lrouble raising sufficient money to support its
{1a] ongoing opcrations and to repay th Signet loan. In
s mid-1995, [ was asked to increase the time and effort that 1
118} was spending in cfforts o raise funds for the National
117 Policy Ferum. In view of that greater commitment, for the
18 first cime, ! was offercd compensation for these eflorts.
119 John Bolton, the president of the National Policy Forum at
{20) the time. and 1 cntered into an agreement that the National
{21 Policy Forum would pay me §5.000 per month for six monthsio
iz2) help the Navonal Policy Forum raise money. In the event
i23 that | raiscd more than $1 million. [ would be paid an
26 additsonal amount.

@5 _ My cfforts 1o raise money during mid- (o late 1995 were
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! {11 prospect of a guarantce with Steve Richards, Richard -
!t Richards, and Ambrous Young, nor did | understand it to be
- m their intention. Indeed, | fully belicve, at the time that
il Signet made its loan to the National Policy Forum. that the
. 15 National Policy Forum fully expected that it would and could
. (8] repay the loanm, principal and interesy, in full. I | had
| m believed otherwise, regardiess of the legal aspects of this
" 181 transaction, [ would not have participated in it.
“®  This Committee is charged with a soletnn responsibility
‘(0] of investigating one of the most impeortant aspects of the
‘111 American political process and the American poliucal
1121 system, how campaigns are financed. [ commend she Commiicee
{13} for its hard work and atiention to this matter and look
{14 forward to the Comimittee’s final report and recommendations.
‘115 but 1 cannot leave today without emphasizing the following
114 key points concerning the National Policy Fotum loan
17 transaction.
18 First, from my first involvement with the Nauonal
119 Policy Forum until today, 1 belicved that the Nauonal
{201 Policy Forum was a think tank and not a polilical committec
{21} in any sense of the word. To my knowledge, the National
221 Policy Forum was never involved in any of the efectioncering
23] acliviues associated with political committees.
@4 Second. the loan transaction that the Commiutec is
|25 investigating was thoroughly reviewed by some of the best
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[l campaign finance [awyers in tus country. Like everyone

@ eclse involved in these transactions, 1 was committed to

¢ staying within the letter and intent of the law. [ believed

{4l then and continue to belicve now that this transaction

151 complicd with all standards of law and ethics.

#  Finally, any suggestion that the National Policy Forum

M was used to funnel or launder foreign money into the

® Republican National Committee is inconsistent with the facts

@ as [ know them. By the time that Signet made its
1oy $2.1-million loan to the National Policy Forum, the National
{111 Policy Forum already owed the Republican National Committee
{121 more than that amount of money. It would make no sense to
(' me to set up an entity like the National Policy Forum to
14 launder loreign money 1o the RNC if the RNC got back iess
'8 money from the National Policy Forum than it put into it.
'8 Thank you for the opportunity to appear before this
11m Committee.
118 [The prepared statement of Mr. Volcansek follows:]
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M )oriqﬂas done with subpocna after subpoena after

. 121 subpoena, and that was all there was.

' (4 It 'was the majority that introduced checks into

. lo] evidence the other day that were drawmn in 1992, before

| 1} anybody on this side mentioned anything about earlier

. 18] elections or clection campaigns.

.M Soljustdisagree with your statement on that, and {

+ i think Mr. Baron was doing his job. 1 am sorry it offended

' @ anybody. if it offended Mr. Volcansek, we do not apologize.
‘(1 'We say, well, that is how you have 1o develop information
{17 here,and | am sorry that is the way it is. I am sure it

’na was not very pleasant to have to go to a FOIA request and
13 get this information, but that is done all the time in these
/[t things, and that is not an excuse that everybody does it.

lns The subpoenas that have been put out by the majority
‘118 are so broad in most instances that they go far beyond

it anything that this Committee is looking at, and § understood
‘(1a) earlier on that this is what lawyers normaily do, put out a
{19 Droad subpoena and then they are willing to pare it down.
‘R Our problem has been that the majority has not been
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(. Chairman Thompson. Well, Mr. Volcansek, first of all,
@ if the facts are as | understand them, this Committee owes
01 you an apology. If you have been subject to 2 worldwide
# search of records going back as far as 1989, this Commitice
is) owes you an apology.
@  Some of this-most of this has just come to my
M attention fof the first time today, but I look here at this
® lexter that you have made a part of the record for Mr.
1 Baron, where he requests of the Deparument of Commerce, Mr.
{19 Daley. It says, Mr. Volcansek reportedly served in the
(111 Department from 1989 to 1992... Please provide the Commiittee
(1 with all documents referring or relating to...including all
113 correspondence, recommendations, memotands, travel and trade
114] mission records,” from 1989 to 1992 because we are
1% investigating the 1996 Federal election campaign.
(1§  And then [ sec over here anather document that | had
("7 not seen before, and this comes under the arez of my
18] responsibility, where a Mr. John Sopko, up until ecently,
1'% worked for Mr. Baron over here on this Committee, sends us
@ over a box of correspondence relating to your tenure at the
=1 Department from 1989 10 1992, and says, "We are continuing
(22 our scarch of Department files 1o identify additional
[23) records that may be tesponsive to your request....” et
[24] cetera, et cetera.
{251 1 have been as liberal as | know how to be about
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{11 activities that have occurred ptior (0 the 1996 Federal
2 election campaign. If there is a direct tie-in or part of 2
@ pautern scheme or course of conduct, | know of no accusation
@ against you.This is a two-edged sword.
1 Atatime when we are rying to pare down these
® subpoenas 1o make sure they are reasonable, with regard to
M independent groups, labor unions and whatnot, because we
i only have jurisdiction in the 1996 campaign, it is totally
® improper for us to be going back and rummuaging around ptior
{181 activities that happened even before the last Presidential
(111 campaign. and 1 can assure you that we will look into that
{t2) matler.
13 Now.l have nothing further, preliminarily. Senator
['4] Glenn?
(5] Senator Glenn. | cannot help but respond to that, Mr.
{18 Chairman. because we do not owe Mr. Volcansck any apology of
(17, any kind, and to take umbrage at something after the breadth
118 and scope of the subpoenas that the majonty has issued on
1191 behaif of thus Committce, going to ridiculous ends on some
120 of them, and | would be glad to have anybody review them and
121 say that thev are tadored just 1o what the Committee is
1221 considering, is ridiculous,
(23] What the staff was tryving to do-1 wall defend Mr.
24; Baron in this regard because what staff was trying to do was
251_get background as to whether there was any connection, as

iRy willing to pare some of these down, no matter how we have
iz pushed on it. So 1 do not want to take up all our time
|25 because we have 2 lot of ground to cover here today, but |
'r24) do have to respond to that.
;28 ___ Chairman Thompson. If [ might reclaim 2 moment or two
Page 23

1 of my ume. If the majority has any particular individual
. @ instance where we ar~ asking for information prior to a 1996
, 31 campaign that is not related, that you feel like it is not
; 1 related to the 1996 campaign, please bring it to my
1 [ attention. ¢ is easy to make broad statemcenis, but because
| 61 somecbody participated legally, lawfully, and properly in the
' g1 1996 campaign, that does not open them up, their entire
! 1) prior life, to the rummaging around of their records and
. & documents and correspondence.
a1 just wish we got the same kind of response from the
1111 Department of Commerce on some of the things we have been
12 looking at for the 1996 campaign that we got with regard 10
{13 you going back as far as 1989.
(14  Mr. Burchfield, Mr. Chairman, « | might say
115) something, | agree that this is not an issuc that Mr.
I+ Volcansek specifically feefs the Commitiee needs to fook
{171 into today, but it was quite unusual to us that the letter
i(+8) was addressed to the Secretary of Commerce as oppesed (o the
(& Office of the Freedom of Information Act officer.
‘200 V2 got the information. We have reviewed it all.
{211 There is absclutely nothing in the box, the 3,501 pages of
|22 documents that we paid $2406 to get to the Department of
izy Commerce-there is nothing in there that indicates that
14 there is any impropricty and certainly no connection Lo the
if25]_1996 election. but it did strike us as quite strange that

. Page 24
t 1] the letter went to the Secretary of Commerce rather than the
@ FOIA officer and was responded to by a person who untd
i @ recentdy was ¢employed by this Committee. That struck us as
(4] strange.
‘1  ChairmanThompson. Well-
® Scnator Glenn. Mr. Chairman?
m Chairman Thompson. Senator Glenn?
) Senator Glenn. [ do not see any impropriety there
™ whatsoever. You address it 1o the boss.That 1s the head
1o of the Department of Commerce. and they give it (o whocver
[11] is going to take care of that as an action officer downhull.
(12 If it is FOLA, if it is somebody cise, fine, but that is up
{*3) to the Department of Commerce how they want to handle i |
e} think that was very proper 1o send it that way.
i1t Chairman Thompson. We are ready 1o go. if you are
(16 prepared.
1 Senator Glean. Go ahead, Mr. Baron.
it8f Mr. Baron. Thanks, Senator Glenn.
9] § would just ke to make onc obscrvation with regard
(207 to that. There was & copy of this letter sent lo Mr.
1211 Madigan, counsel for the majority, and I have never heard
-] a;)rrrpfotest or objection from hum or any of the majority
23 s that there was any umpropeiety.
2@  Chauman Thompson. Well, | guess we had better respond
i25)_to that.
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(1 Mr. Madigan.Well, Mr. Baron. 1 hate to continue to
12 disagree wath vou in public, but you know that is not
3 accurate. 1 have objected to the use of FBI agents to chase
(41 Mr. Kojima around. | have objected to your efforts to send
15] letters to various departments secking information with
16) respect to the Bush administration. | have objected to
m employees of the minority swff that [ understand went to
% the Bush Library. 1 have objected in writing in many of
[9] these instances, and 1 have objected continually to that
1101 matter as being outside the scope of this investigation. and
{11} you know that.
1a  Mr.Baron. My point was, with regard o this specific
113) letter which we sent a copy to you, | am not aware of any
{'4 response from you or objection from you.
nsp  Cdn we move on?
18] Good morning, Mr. Volcansek. [ would like to move on
1N to the Nationaf Policy Forum, if we can. It is my
118 understanding you first heard about the National Policy
(19 Forum in early 1994 from Mr. Deaning, who is an cld friend
(201 of yours?
21 Mr.Volcansek.That is correct.
122y Mr. Baron. And | befieve that Mr. Dentning worked with
23 you on the Bush-Quayle Inauguration in 1989?
24 Mr.Volcansck. That is correct.
1251_Mt. Baron. Mr. Denning fiest talked to you about

Page 28
m lad. first. and it was aiways emphasized by my good friend.
& Dan Denning, that he needed funds very much for his ongoing
3 operations at the National Policy Forum, and the number that
i we originally tatked about was a2 number at around $3.5
151 million so that we could help Dan not to be under the
18} eight-ball of always having to raise funding for the ongoing
{7 operations of the National Policy Forum.
®  Yes, we also discussed that the Republican National
@ Committee was very intercsted in seeing that the National

i Policy Forum repaid the {oan so that the Republican National

{1 Commitice could utilize those funds in appropriate ways

1 during the 1994 election cycle. and that | believed that

‘113 those funds were going to go back to the area from which

({141 they came and would be used as was appropriale.

‘(151 Mr. Baron. Do you recall your deposition being taken

[e on July 21, 19972

‘"1 Mr.Volcansek Yes, 1 do.

.{t8] Mr. Baron. Let me direct your atiention, if 1 may, to

(9] page 84, beginning at line 6. Do you have that, sir?

'R0l Mr. Volcansek. Yes, | do.

'z Mr. Baron. Directing your attention to line 6, you

220 were asked the question, 1 asked if you had any general

23 understanding as to how they were going (o use the money at

‘1241 the time you were tatking to Mr. Dick Richards?”

Page 26
i1 National Policy Forum in the early spring of 1994; is that
2 right?
m  Mr.Volcansek. That is correct.
[4) Mr. Baron. And he had recentiy then become the chiel
{s) operating officer of the Natonal Policy Forum?
™  Mr.Volcansek.That 1s my understanding.
M Mr. Baron. ] believe he described it to you as a think
w1 tank that had been set up by Mr. Barbour and athers 0
mt discuss Republican ideas?
110 Mr.Volcansek. That is correct.
111 Mr, Baron. And you knew that Mr. Barbour was the
131 chairman of the National Policy Forum and that he was at the
13t same time chairman of the Republican National Committee: 15
1t} that correct?
115] Mr.Volcansek. Yes, | did.
(18) Mr. Baron, Now, when you met with Mr. Denning in the
pn spring of 1994, am { correct that he advised you that the
pa) National Policy Forum needed financial help?
el Mr.Volcansek. That is correct.
{201 Vir. Baron.And ] belicve he said to you that the
211 National Policy Forum was under a great deal of pressure to
{221 generate some funds?
23]  Mr.Volcansck.That is correct.
124} Mr. Baron, | believe you have previously testified
@s]_undcr oath that you spoke with Mr. Donald Fierce about the

,@8) __ Your answer, "My general understanding of how they were

' Page 29
{1t going to use the money was in the '94 election process in
@ which there were numerous races that they thought they had
(3 an opportumgty for and they nceded the money back from the
! NPF that had been lent to the NPF, specifically or even less

. [51 than specifically. | can’t answer because that was never

| ® detailed.”

' Mm  Question: "How did you develop that generat

: [ understanding from what you just testified?”

©#  Answer: “In my discussions with Mr. Fierce.”

| Did I read that correctly, sir?

10117 Mr. Volcansek. You read it correctly, but let me just

i112) say ro you that | feel that my answer [0 you was consistent

{31 with that. However, [ added the fact that the discussion

L[4} also entailed the issue that Mr. Deaning and the National

11s] Policy Forum needed additional funds, and that the original

{18! arount that we were talking about of §3.5 million was an

;' amount that accomplished both purposcs.

(161 Mr. Baron. So | understand-

i9y Mr. Volcansek. What | am saying to you is that my

20 recollection today versus what [ had on this day, | have

12Y just added additional information, but | have not changed

.21 the information that is in this particular document.

Iz Mr. Baron. So, if | understand you, you have added

29y something 10 your testimony, but you still acknowledge that

I8 what was there was accurate, that what you previously

Page 27 :

1 National Policy Forum's financial problems. Indeed, there
@ had been a meeting at Mr. Fierce's home about that subject.
1 Is that correct?
W Mr.Volcansck. It was a2 meeting with Mr. Fierce and
18! Mr. Denning and myself 1o discuss National Policy Forum
{6) issues, yes.
m  Mr. Baron. At Mr. Fierce's home. [ believe.
i Mr.Volcansek.That is cosrect.
@ Mr. Baron. And am | correct that Mr. Fierce is known
{+0] 10 You or was introduced to you as a chief strategist of the
tt1; Republican National Commiltee and as a close confidant of
1121 Mr. Barbour's?
PR MrVolcansek. Yes. he was.
4t Mr Baron.Am | correct that in these discussions, Mr.
151 Fierce indicated that he wanted the National Policy Forum to
118) TCpay at lcast 3 portion or preferably all of its debt to
(1 the RNG?
1o Mr.Volcansek. That he was interested in seeing that
1191 the National Policy Forum repaid the loans that the
20 Republican National Commuttee had lenit to the National
121} Policy Forum. ves.
221 Mr Daron. Is it also truc that You were told that the
231 RNC needed the moneyhecause of the upcoming November 1994
4] clecuony?
28] _Mr Volcansck. Well, [ was told two things. | was

Page J0
' (1 restified 10 at your deposition Was accurate. You are just
i @ going beyond it now.
' 3 Mr.Volcansek That is correct.
| @ Mr. Baron.Thank you.
' 15 Now, you agreed 1o help Mr. Denning try to solve the
w Nauonal Policy Forum's financial problems; is that correct?
M Mr.Volcansek. That is correct.
1 Mr. Baron. And am I correct that you had disqussions
® with Mr. Dennung and Mr. Fierce about possibly getung
:(10) either a large donation or a loan or a loan guarantce as a
(11 way of doing it; is that correct?
p2 Mr.Volcansek. Would you restate that?
13 Mr. Baron. Am | correct that in your discussions with
(4] Mr. Denning and Mr. Fierce about how to solve the NPF's
s financial problem, there were various options, perhaps a
ta} large contribution, perhaps a large foan, perhaps a loan
(11 puarantee? Weren't those all considered as possibilitics?
{1st  Mr. Volcansck. That is correct.
119) Mr. Baron. Now; at the time you began discussing thesc
261 matters in the spring of 1994, Mr. Baroody was the president
{211 of the National Policy Forum, and not Mr. Denmng, is that
(22 correct? .
@ Mr. Volcansck. Yes, hc was.
[24; Mr. Baron. And did you ever mect or spcak with Mr.
{251 Baroody during this period concerning what youvand Mr
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{1 Fierce and Mr. Denning were discussing? 1 United Sigges, anything along those lines?
@ Mr.Volcansek Well, [ neither met Mr. Baroody then or @ Answer: "Mr.Young?
3 discussed anything with him then nor have [ met him to tus 3 Question: "Yes."
{4 day. «;  Answer: "No."
81  Mr. Baron. Were you aware or was it ever made known to 51 S0 Mr. Richards-Steve Richards’ recollection is quite
18 you that Mr. Baroody opposed tire solicitation of foreign 18 different than yours. Do you still stick by your testimony.
( funds for the National Policy Forum? M that is, that-let me finish my question-that it was your
®  Mr.Volcansek. The only thing that [ was aware of was (6 understanding chat Mr. Richards (old you that Mr. Ambrous
® that Mr. Baroody wasn't really interested in fund-raising in @ Young was looking for a think tank to put his moncy wn?
1) general for the National Policy Forum, and the truth that o} Mr. Voilcansek Oh, most specifically.
{11 that was really coming under the auspices and responsibility {trn Mr. Baron. Now, | believe you testified in your
12 of Dan Denning as chief operating officer. /(12| opening statcment that ycu took a trip to Hong Kong to, it
1y Mr. Baron. And are you aware, sir, that yesterday when 113} would be fair to say, feel Mr. Young out about the
P4 Mr. Baroody testified, it was the frst time that he learned i) possibility of him being interested in providing the loan
14 that you, Mr. Denning, and Mr. Fierce had met back in the i[15] guarantee?
(t&) spring of 1994 to discuss the possibility of foreign {08 Mr.Volcansek. That is correct.
(" fund-raising? i1 Mr. Baron. Now, after returning from Hong Kong,am [
18 Mr.Volcansek. | am not aware of that part of Mr. i{t8) correct that you met with Mr. Denning and Mr. Fierce about
1191 Baroody’s testimony yesterday. i1t setting up a2 possible trip to Washington by Mr.Ambrous
2 Mr Baron.At some point, am [ correct that it was ‘120) Young and specifically to have him meet Mr. Barbour?
127 decided (o seek a loan guarantee because it might be ‘(217 Mr.Volcansck.That is correct.
122 arranged more quickly than a straight loan? Do you recall (221 Mt. Baron. Now, after your return from Hong
123 your testimony in that regard at your deposition? 123) Kong-could we look at Exhubit 2777 It shouid be in front
2}  Mr Yolcansek. That is correct. 124 of you. Do you see that document?
1285] Mr. Baron. Is that accurate? 25 Mr Volcansek. Yes. 1 do.
Page 32 Page 35

{1 Mr. Volcansek. Say it again. Just repeat it for me.
@ Mr.Baron.Am | correct that at some point, it was
9 decided that it might be easier, it could be arranged more
[¢} quickly to get a loan guarantee as distinguished from a
i) straight loan?
®  Mr.Volcansek. That is correct.
M Mr. Baron. Now, am | correct that it was Mr. Fierce
™ who we have identified as an official of the RNC who first
m suggested approaching foreign sources?
g Mr Volcansek. In the discussion on that day, yes, it
(1i] was he that first mentioned it.
1y Mr. Baron.And am | correct that you tried to come up
113 with the names of potential financial backers who might
ha provide 3 loan guarantce-
(15  Mr.Volcansek.That is coerect.
{16j Mr. Baron. ~or a loan if you could get it?
11 Mr. Volcansek. That is correct.
{5} Mr. Baron. And as | understand, you came up with the
1o names of three prospects, one of which was Mr. Ambrous Young
201 of Hong Kong; is that correct?
211 Mr Volcansck. That is correct.
22 Mr. Baron.And am [ correct that you met-| believe it
[23) was also in your statement today-that you met Mr. Ambrous
[2¢) Young through Mr. Dick Richards, the former head of the RNC?
@S] ___Mr Volcansek.That is correct.

1 1y Mr. Baron. All right. It appears to be on your

' 12} stationery.Your name is at the top. It is dated Thursday,

. (31 July 28, 1994, and it is captioned Tatking Points for Haley

' ) Barbour. Do you see that?

"8 Mr.Volcansek Yes, [ do.

* 18] Mr. Baron. Did you prepare that document?

i (M Mr.Volcansek. Yes, | did.

[ @ Mr. Baron. [ take it, they were talking points for

| ™ Haley Barbour, correct?

{1y Mr.Volcansek That is what it says.

11 Mr. Baron. And what did you understand that Mr.

{121 Barbour-who was he going to 1alk 1o, using your points, or
1'% perhaps having revicwed your points?

(e} Mr.Volcansek. He was going 1o talk with Dick

{1151 Richards.

i(1qr  Mr. Baron.And the idea was to talk to Dick Richards

‘' about the possibility of getting Ambrous Young to make the
‘18] loan guarantee?

' Mr.Volcansek That is correct.

1201 Mr. Baron. Now, would you [ook at paragraph 3 of your
1[21} 1aiking points, and these are one of the issues that you
|{zn wanted raised with Dick Richards by Mr. Barbour? Do you see
i@ thae?

29  Mr.Volcansek. Yes.

(25; Mr. Baron. Let me quote from that. Plcase follow

Page 33
11 Mr. Baron.And am I correct that you knew that Mr.
@ Richards was a close confidant of Mr. Ambrous Young?
Bt Mr.Volcansek. Yes.
41 Mr. Baron. Now, you said here that Mr. Steve Richards,
1s) Mr. Dick Richards’ nephew, told you that a possible reason
18 Mr.Ambrous Young might be interested in supporting the
M National Policy Forum was that Mr. Young was looking around
# for a think tank where he might put some money. Is that
19 your testimony?
1o)  Mr. Volcansek. That is correct, o pursue issues that
114 he thought were of interest that he would like to see
1t2] discussed in a public format.
N3 Mr.Baron. 1 want to present 1o you-you do not have
(*4) it in front of you, but | represent to you | am going to
{15} read accurately from a deposition of Mr. Sieve Richards that
|18} was taken on july 22nd. at page 17. and | will make this
117 text available to you if you do not have it.
&t Atline 11, he is asked the question, "Had Mr. Young
1191 mentioned to you anything about looking for a think tank
20 that he could contribute his policy views on China 1o
v Answer: “No."
@zt Mr Becker intcrjects, "Whal was your answer?”
231 The Witness: "No."
2¢;  Question: "Had he mentioned to you priot to that
1251 anything about wanting to contfnibute to a think tank in the

Page 36

(1} along to make sure | am doing it accurately. You say, "l am
{2 sure that you have been tracking the possibilitics for the
m Republican Party in the upcoming midterm elections in both
. 0 the House and the Senate. They appear (0 be bettcr than we
(s} ever anticipated. We truly have a chance 1o take at least a
16} working majority in the House.” Do you see that at
tn paragraph 3?
®  Mr Volcanselk Yes, I do.
% Mr. Baron. Let me move down to paragraph 5 on the
o page. Quoung, “We would like to propose a loan from
1] Ambrous Young's family to the NPF which will allow us o
(tz; free up the money previously advanced to the NPF and make it
(13} avadable for the elections. Pledges are comung i
{ra1 steadily, but not in the amounts or wn the lime necessary to
('s) accomplish the goals we have set and which would appcar to
t'4) be truly attainable.” [ read that accucately, did [ not?
n Mr Volcansek. You read it accurately.
i'ay Mr. Baron.Am 1 correct that those points arose out of
(tq; the conversation that you had had previously with Mr.
1200 Dennung and Mr. Fierce about eying Lo raise money for NPF?
ey Mr. Volcansek. Yes.
1221 Mr. Baron. Could you look at Exhibit 278?
2n Mr. VYolcansek. [ am looking at it.
1241 Mr. Baron. All right. The substantive document is
125 National Policy Forum Proposal for Ambrous Young, and itys

Page 31 - Page 36 (8)

Min-U-Scripte

Miller Reporting Company, Inc.

- A



Senate Committee on Go, ental Attairs
Special Investigation - 1 paign Funds

‘e

a Hearing Volume Number 9
. July 24, 1997

Page 37
i1 dated Monday, August 15, 1994, Do you have that document?
22 Mr.Volcansek. | have it.

(3 Mr. Baron.And did you prepare that documeny?
4} Mr.Volcansck. Yes, 1 did.
{5| Mr. Baron.Am I correct that the intention of this
51 document was to present a proposal to Mr. Young? That is
M the caption at the top?
% Mr.Volcansek. That is correct.
9 Mr. Baron. All right. Would you go down six
19 paragraphs? Theyare not numbered, but wouid you countdown
") the page?
na  MeVolcansck. Go ahead.
{131 Mr. Baron. I am going to read it, and please (ollow me
1'4) to make sure it is accurate. [t says, “In planning for the
s 1994 midterm clection cycle in the Congress, it has been
('8 determined that there are 176 highly contested races.The
1171 RNC is faced with a need (o support substantially over 90 of
'9 these races. The prospects for a3 Republican majority in the
(19 House of Representatives is realistic for the first time in
1209 over 40 years. [t appears that there is also reasonable
@1 potential to re-take the majority in the Senate.” Did !
@21 read that accurately?
@ Mr.Volcansek Yes, you did.
{241 Mr. Baron.That was part of the proposal for Mr.
28 _Young?

s Page 40

11] change o, please do il.

@ Mr.Volcansek. [ think that the letter is very ciear

3 in the way that it's written.

#  Mr. Baron. Well, is my characterization of it
. (8 accurate?

%  Mr Voicansek. The characterization is thac he wanted

™ to make Mr. Young comfortabie with his efforts in this

W transaction,
©®  Mr. Baron. Well, let's look at the third paragraph on
(traf the front page. He makes the point in his view that,
';uq “Because NPF is separate from the Republican National
|1t Committee, the RNC is not automatically responsible for its
Iy debts. Nevertheless, | am cormmitted to making sure NPF
|(v4) raises sufficient funds to cover its operations and to pay
'1ns) oft any and all its debts. Moreover, as chairman of the
(181 RNC, in the event NPF defaults on any deby, [ will ask the
' Republican National Committee to authorize me (o guarantee
‘ta1 and pay off any NPF debts. ] am confident the RNC would
(19 grant me such authority at its next meeting, provided there
j i3 valid outstanding debt of NPF to a U.S. bank or other
!nu tending institution guaranteed by a U5, citizen or domestic
{2 corporation.”
'z Did 1 read that accurately?
1124) Mr.Volcansek Yes, you did.

Page 38
i1 Mr Volcansek. Well, it's part of the paper, and-
@ Mr. Baron. | understand that.
31 Mr.Volcansck. -what it is going is laying out the
14 cxplanation that is consistent with everything | have said
(5 up 10 this point, discussing the National Policy Forum, what
18} the National Policy Forum was about, and then by returning
M the funds that were foaned by the Republican National
s Committee to the National Policy Forum, going back 10 the
™ Republican National Committee, going back to an area from
{1t whence the funds originally came, allowed for greater
[1] oppottunity to enhance what the Republican National
{121 Committee was going 1o do in the 1994 election cycle.
(31 Mr. Baron. Precisely. The document goes o in the
[14] next paragraph to ask for a tree-year loan guarantee in the
18] amount of $3.5 million to cither the Chase Bank or the
{18 Citibank, and it goes on o discuss the finances; is that
1N correct?
(18 Mr.Volcansek. Yes.
oy Mr. Baron. The latter part of the paragraph 1 started
120) 1o read says, "Chairman Barbour is committed to continuing
21 his fund-raising efforts on behalf of the NPF's work and
(221 fully intends for the NPF to repay the loan. However, if
{23 there is any default in loan payments by the NPE he will
(24 authorize the guarantee of the RNC and ask lor the
251 Republican National Commitiee’s ratification. As chairman

|28 Mr. Baron. Thank you.

| Page 41
. (11 Now, prior to the time that the loan was consummated in

. @ October of 1994, am I correct you were net aware of anyone

' {3 saying anything about Mr. Young forgiving this loan

! ) guarantec? That is, by that [ mean that Mr. Young was

| 9 willing 10 let the NPF default on the loan and thercby

| @ forfeit the collateral that was posted?

''m  Mr.Volcansek. Prior to-

' ) Mr. Baron. To October of 1994, before the loan was

! m consummated.

foy  Mr. Volcansek. It was clear to me that every infention

Iml by Mr. Barbour and everyonc associated with it to repay that

b2y loan.

i3 Mr. Baron.And there was no issue of forgiving, Mr.

ipe) Young just forfeiting the collateral so the NPF wouldn't

1115] have to pay?

‘118  Mr.Volcansek. That was not a discussion at that time,

‘17 Mr. Baron. All right, Now, am [ correct, sir, that

{18 You were aware that prior to the loan being consummated,

"1 that the collateral would be coming from Hong Kong, it would
'@0j be originating in Hong Kong?

‘@11 Mr.Volcansek. | understood that the loan to the

‘@z National Policy Forum would be provided by Signet Bank, that
i3 the funds would be coming from Young Brothers Development of
!ize) Hong Kong, would be fent to Young Brothers Development (LSA)

Page
11 of the RNC and the NPF, he intends to be certain that
2 ncither organization defaults on its obligations.”
M  Did ] read that accurately?
#4 Mr.Volcansek. You read it accurately.
181 Mr. Baron. Where did that tanguage come from? Was
i that your language?
M  Mr.Volcansek. That was [anguage that came from
1 efforts chat 1 had in working with another potential source
19 for this process.
{to)  Mr. Baron.Another source of funding?
1] Mr. Volcansek. Yes, correct. A domestic, U.S.,
12 Amcrican source
113 Mr. Baron. Okay Let me direct your attention to
e Exhiba 2895,
#5  Mr.Volcansek. | have it.
(st Mr. Baron. All right. And that is a letter dated
11 August 30, 1994, to Mr. Benton Becker from Mr. Haley
1w Barbour: am | correct?
e Mr.Voleansck. Yes.
200 Mr. Baron. All right. Now, am 1 carrect. would it be
{21 fair 1o characterize jt-and if it is not fair, please
{#2) correct me. 1 am sure you will-that this is kind of a
1233 comlort lester. some assurance that the collateral that
(2] might be put up-that there was some assurance that it qught
1251_be pratected? Is that a fair statement? If you want to

|9 for the purposes of providing the collateral for this loan
. Page 42
! (1] guaraatee-serving as this joan guarantee for ws loan. .
'@ Mr. Baront. And am | correct, sir, that prior to the
B ume that the loan was consummated in October of 1994, this
' 4] [act-that is to say, that the money which would be coming
18] to Young Brothers (USA) (o serve a3 the collateral on the
@ Signet Bank loan to Natonal Policy Forum-that information
N was known to you, to Mr. Denning, to Mr. Fierce. and Mr.
{9 Haley Barbour?
] Mr. Valcansek, The fact that the moncy was comung [rom
{10} Young Brothers Development of Hong Kong to Young Brothers
{*} Development (LSA) was really idered 1o be an portant
{12} 13sue because of the fact that we considered that the fact
3] that the National Policy Forum was a 501(cX4) corporation,
114) and because 1t was a $01(c)X(1) corporation, the source of
[15] thase funds, whether they be foreign or domestic, was
(+6} rrelevant from a Jegal perspecuve. And so, therefore, any
(171 discussions that we had on it, albeit that we discussed 1L,
(18] nobody focused on it because we didn't consider it lo be an
1'9) 1ssue.
(201 Mr. Baron. Well, it me direct Your ailention o your
(211 depositon at page 106. Look at line 18, please.
o] Do you have that?
(21 Mer. Yolcansck. Just a moment.
124} Yes, | have where you're asking. Go ahead.
{251 Mr. Baron, Okay. This is page 106 of your deposiuon
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i) at line 18, and let me read from that and please follow
12 afong to make sure [‘'m reading accurately.
31 The questien: "Do you recall with whom. if anyone, you
4] shared that information, and the information is that the
5! monies would be coming from Hong Kong that Mr. Young would
16| be providing?”
M  Your answer: "1 shared that information with Dan
% Denning, with Don Fierce. and with Haley Barbour.”
®  And could you go over to page 108, please, of your
{10) deposition at line 17?
(111 Mr.Yoicansek. I'm there. Go ahead.
1z Mr. Baron. Question: "Prior to October 13, 1994"-and
113) 'we can all agree that that was the date of the loan. “Prior
14} to October 13, 1994, did you make Haley Barbour aware that
115 Mr.Young would be ing monics from Hong Kong that
(8] would be used to support the collateral used in the loan
(1 guarantee made to the National Policy Forum?”
18 Your attorney states, "Object to form.” You then
1'e) answer, "Yes, | did.”
29 That was your testimony, was it not?
Rl Mr. Yolcansek. That was my testimony. | don’t think
{221 that's inconsistent with what { just said 2 moment ago.
3 Mr. Baron. Well, what you just said a moment ago, 1
12¢) think the record wiil reflect, didn’t specifically respond
25 to my question. My guestion is: Is it not true that back

Page 43

Page 46
' {1 funds tist they needed to pursue the agenda that they had,
121 which was an aggressive agenda for a new think tank, and
{3) that they needed the funds for this ongoing operation, as
. 14 well as the opportunity to repay the loan that they had been
(5} asked to repay by the Republican National Committee,
8  Mr. Madigan. And as I understand it just so that |
M get it clear, the transaction was that the Young Brothers
® (USA) guaranteed a loan of Signet Bank here in Washington,
' @ D.C., and Signet Bank was the one that acfually loaned the
18} moncey, the $2.1 million, to the NPF; is that right?
|11} Mr.Volcansek. Mr. Madigan, that's absolutely
i(1a) accurate. The guarantee was for the bank. It was provided
1{13 to the bank, and the bank made the loan to the National
|i1& Policy Forum.
iy Mr. Madigan. And am | correct from reading your
!9 opening statement and Lisicning to you here that because of
I(m the fact that all these lawyers looked at the transaction
'8 and concluded that it was a legal transaction, whether the
;!9 money was coming initially from Young Brothers (Hong Kong)
.{20) or from Young Brothers (USA), that that wasn't 3 particular
121 focal point of your discussions?
@@  Mr. Volcansek. Mr. Madigan, it absolutely wasn't a
i focal point because-~let me emphasize that from the outsct
{r4) of our discussions to pursue this loan guarantee for the
i125] National Policy Forum, that we wanted to do it in a legal
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11 in-ptior to October 13, 1994, you, Mr. Denning, Mr. Fierce,
@ and Mr. Barbour all were aware that the money that Mr. Young
M was going (o put up as collateral through the arrangements
o} that ultimately was entered into otiginated in Hong Kong?
9  Mr Volcansek. Well, Mr. Baron, as 1 said 2 moment
® ago, we had the discussions about this issue. Yes, 1
M remember telling Mr. Barbour, Mr. Fierce, and Mr. Denning
(&) that this money would be coming from the Hong Kong
™ corporation through the U.S. corporation as a loan to the
110 U.S. corporation, and that it would be put up as the
(1 collateral for the loan guaranice.
171 So the answer to you is, yes, | remembaer telling him,
113 but { also say to you that we didn’t think that it was an
(4) important part of this issue,
{151 Mr. Baron.And [ believe your testimony earlicr was
116 because as 3 501(c)(4) entity, the NPF qualified to receive
1) roonies of that type; is that correct?
(18i  Mr.Volcansek That's absolutely correct.
(19] Mr. Baron.And you're aware today that the pending
f20] application for a S01(c)(4) status has been rejected by the
21 Internal Revenue Service?
22 Mr Volcansek. Well, Mr. Baron, it's my understanding
fza) that when you have an application for a 501(c)(4) that you
24 operate under those conditions under the assumptions that
i28]_You arc 2 501(cX(4) unti! that application process is

I
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| (1 and cthical manner because we belicved that at some time we
| [ were going 10 be in a fish bowl and that we were-that
| 3 people were going o be looking at us, and we wanted (o make
| 4] sure that it was done properly and appropriatcly And so we
| (8) were very carcful,
[ 81 And let me just say that the number of lawyers that
i (1 were involved in the transaction and the reputations of the
| @ lawyers were a major factor in the fact that | did not
™ scrutinize or spend a 1ot of time being concerned about the
19 issue, especially the fact that the opinion letter issued by
{t11 Mr. Braden is such that | was very conmfortable because Mr.
1112 Braden is represented to be one of the top Federal election
19 campaign lawyers in the United States today. And so [ was
14 very comfortable, and it was not a-we were not concerned
11s) with the legal ramifications of this because of the quality
118 of the legal efforts.
1M Andas ] emphasize in my statement, Mr. Madigan, with
I(rat all the lawyers-I'd never scen in all the business that [
I have done over my years of experience, | have never seen the
1(203 amount of fegal effort that went into a trahsaction as smail
21 as this one,
f:m Mr. Madigan. But you were right about ending up in the
jfzn fish bowA.
e  Mr.Volcansek. Yes, it certainly has appeared that
|291_way.

Pageds

1 determined.
i Now,['m not a lawyer. I've said that repeatedly in my
M statement, and I'm not representing that I'm a lawyer. But
(4] that was my understanding at the time, and that continues to
15; be my understanding irrespeciive of the IRS' decision
(6] subsequent (o that sifuation.
M  Mr.Baron.Thank you, Mr. Volcansek. 1 have no
o further questions.
™m  Chairman Thompsaon. All tight. 1 call on Senator-do
1169) you have 2 minute or two that you want, Mr. Madigan?
{1 Mr Madigan. Just a couple minutes.
1121 Chairman Thompson. All right. Mr. Magdigan for a brief
nJt tume. and then Senator Collins.
(e} Mr. Madigan. Good morning, Ms. Volcansek. Let me just
{15 ask you a couple of questions about this (ransaction (0 sce
118y if | getit straight. & has been described from time to
(17 time as sonte sort of contribution. Was it
sy Mr.Volcansek. No. Mr. Madigan, it was not a
9] contribution.Again, it was a loan guarantee.
@0 Mr Madigan And when you were asked o participaie in
{211 thus loan guarantee transaction, were you told what the need
@21 for the moncy was by the NPF?
N Mr Volcansek. Yes, [ was, Mr. Madigan. | was told
124} that it was needed for ongoing operations of the National
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1 Mr. Madigan. Now. this meeting that you mentioned
. @ where your friend Mr. Denning was at, that's the same one
* @ that Haley Barbour was at; is that right?
| 4} Mr Volcansek.To which mecting are you referring, Mr.

51 Madigan?

]  Mr. Madigan. The meeting that Mr. Baron asked you

M about. [ thought you had said that Mr. Denning was there,

m Mr. Barbour, yoursell~

™ Mr. Volcansck. Mr. Fierce, yes.
(1ot Mr. Madigan. Now, let me ask you-or read to you Mr.
1111 Denning’s recollection of this and ask yow 1o comment on it
'21 He was asked in his deposition at page 222, “Do you recall
1t3) whether anyone clse~did you come (o lcarn whether anyone
114y cise at NPF had discussions with anyonc at Young Brothers
151 Development about whether the source of the funds from the
18} loan guarantee would come from a Hong Kong corporation?”
117 And he answered no to that question. And he was in the same
(181 meeung.
ns)  Could you comment on that in terms of perhaps the
t20) wignificance of the discussion?
@1 Mr Volcansek. Well, 1 think the answer to that
1221 quesuon. Mr. Madigan, is that. as | iricd to point out to
[23) Mr. Baron a moment ago. that it wasn't an issue. I mean,
12¢) the significance of it being a forcign transaction. because

s} Policy Forum, that they were having difficulties raising the 25 of our viewpoint on the whole matter, the factthael
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11} mentioned it and brought it up in the overall context of 2
12 long and lengthy meeting about a (ot of things. I'm not
@1 surprised that Mr. Denning didn’t focus on what ! said. It
4] doesn’t surprise me.
5l Mr. Madigan. Let me ask you one final question in the
181 practice of asking questions that you are probably not going
1 to know the answer to. Exhibit 285 that you were shown
is) previously is the letter written by Mr. Barbour to Mr.
® Becker around this time frame, August 30, 1994-and Mr.
157 Barbour’s is going to be appearing here, so we will ask him
{1} about it. But in the first paragraph of the letter where he
{121 says, “It is my understanding that one of your clients-a
113} domestic carporation,” and then down at the bottom, where he
tra] talks about, "I'm confident that the RNC would grant me
1's) authority,” blah, blah, blah, "the outstanding debt of the
t1s) NPF t0 a U.5. bank or other lending institution guaranteed
(171 by a U.S. citizen or domestic corporation.”
(ts} Do you have any knowledge about why he used those
(191 particuiar terms in the fetter he wrote at the time?
@y Mz Volcansek. Well, I don't have particular
21 knowledge, Mr. Madigan, other than the fact that I-you
22 know, [ understand the bank was requesting, you know,
123 working with the-with Young Brothers Devetopment (USA).
126y Other than that, [ don’t have knowiedge of why he used that
1251 language. He didn’t discuss it with me.

M Mr.Volcansek. Senator. it was my understanding that 1
[2i wasn't-you know, that any official wasn't suppased to be
13 conducting any business other than the business of
4} Government.
57 Senator Collins. Just out of curiosity, if you had
" 81 learned that one of your fellow Deputy Assistant Secretarics
M was repeatedly and perjodically going across the street to
m another office to apparently make phone calls or pick up
91 packages or nce, what would have been your
{10} reaction to that, particularly if this office-if you knew
‘(11 that this office was an entity that had business dealings
‘(12 with the official’s former employer?
‘(18 Mr. Volcansek. Well, I-unequivocally, Senator, [
j114] would fee] that that person would warrant serious
'115) investigation within-internally within the Deparunent.
g Senator Collins. Turning just briefly to another
17 issue, you have testified this morning about the
‘(8 extraordinary legal review that was undertaken of the
't91 transaction of the loan guaranice provided by Young Brothers
11200 company.l just want to make sure that 1 have all the
‘f21) players right, because you are not an attorney and [ am not
1221 an auorney. it strikes me that there were extraordinary
1231 steps taken to make sure that the loan transaction passed
124} legal muster.
125 So we had, first of all, the 1aw firm of Shea and
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it Mr. Madigan. No [urther questions. | will reserve the
2 ume.
3  Chairman Thompson. All right.As part of my 30
ta} minutes, | will-Senator Collins.
5§  Scnator Collins. Thank you, Mr. Chairman. Good
% morming, Mr.Volcansek.
m  First of all, Mr. Chairman, | want to associate myself
1 with your remarks. |, 100, am very disturbed at the
¥ minotily counsel’s intrusive probe into our witness'
116 background. | am concerned because it is activity of that
t11) sort that discourages pcople from coming into Government,
(121 from entering into public service. It is just that kind of
113) activity that sends the wrong signal (o people who we want
(14} to take time to serve this country.
181 Nevertheless, the irony is that inquiry, however
(+8 inappropriate it may have been, has given us some very
11N interesting contrast between the activilics of our witness
a1 during his tenure at the Department of Commerce and Mr. John
191 fluang’s tenure during that same-with that same agency.
120! Indeed, both Mr. Volcansek and Mr. Huang held very similar

Page 53
i i1} Gardner. That was, | understand, the bank's attorney; is
@ that correct?
‘@ Mr.Volcansek Yes, maam.
* 4] Senator Collins. Second, we had Beaton Becker, who was
. 15 the counsel to Mr.Ambrous Young; is that correct?
. (6]  Mr. Volcansei Yes, Senator.
| M Senator Collins. Third, we had Mark Braden of Baker &
' 1 Hostetler, who was cssentially acting as an independent
™ counsel; is thas correct?
oy Mr. Volcansek. Yes, Senator.
ln1 Senator Collins. And, fourth, we had David Norcross
1121 who is the counsel to the RNC; is that accurate?
3 Mr.Volcansek. Yes, Senator.
:114) Senator Collins. So essentially we had four different
s} attorneys looking at this with different clients in mind who
1m] blessed the transaction as iegal. is that an accurate
I statememt?
'(18)  Mr. Volcansek. Senator, that's absolutely accurate.
‘(161 Senator Collins. Thank you, Mr. Chairman.
'zey Chairman Thompson.All right. Seaator Lieberman?
[21] Senator Licberman. Thank you, Mr. Chairman.

121 positions at the very same agency.
221 So, with that in mind, [ would just like to go through | Mr. Volcansek, welcome to the fish bow!l. Thank you for
23 some of the interesting contrasts that this probe has (23 your testimony.
[24] uncovered. IR Mr.Volcansek, fet me read from your statement this
12s)__ First of all, Mr. Volcansck, you may not know, but the 1[28)_morning and then go on to read a linle bit from your
Page51 | Page 54
{1 Commiittee cstablished last week that during Mr. Huang's + (1} deposition and then ask you a few gquestions. Actually, let
& tcnure at the Department of Commerce, which was shorter than (1 me start with something first, just for the record.
13 your time at the t of Commerce, he went to the '@y Earlier on, you indicated that in your discussions with
) White House 67 times, and you've testified this morning that | @ Mr.Ambrous Young you had come 10 believe that one of his
151 you did not go at all. (8} intcrests was 10 be able 10 communicate a point of view he
%)  Now,is that because there was no reason related to ) had on China policy, and there was some reference to that
71 your official duties for you ta go to the White House? m yesterday by Mr. Becker. But nobody-1 don’t believe it has
1  Mr. Volcansek. That is absolutely accurate, Senator. 8} been made clear what his point of view on China was. [s he
91 There was no reason for me as 2 Deputy Assistant Secretary. {9 pro-Taiwan, pro-mainland, or neither, (0 the best of your
e} bewng a mid-level official, (o go when you have Assistant {t0) knowledge?
111 Secretaries and Under Secretaries, much less the Secretary (11 Mr. Volcansek. Well, Senator, | think it is prewty
it of Commerce, 10 address the appropriate issues that need to ‘(121 clear, for those who would like 10 read the articles in
131 be addressed. 113} Commonsense, what his views were on China policy. 1 mysell,
pa)  When someone's meeting with the President, they want (14] sir. am not a China policy expert. but | would say that his
115} the highest and most recognizable official to go in there (151 focus and interest was the fact that he feir the People's
116! and meet with the President. And so [ certainly was 1t¢1 Republic of China didn't make themsclves cicar. and that it
117 invoived in the information that went to the President. but 177 should be-the one-China policy should be a policy that was
18 1 did not go and was not asked to go because it wasn't {18] just clear from bath sides. He was just trying to have a
(19] necessary. t19t discussion of the issue in which both sides were represented
200 Scaator Collins. That had been Senatot Bennett's i20} properly.
[21 cxpenence also serving at the Department of Commerce as {211 Senator Licberman. Olay. | appreciate that. | take
22 well tzz1 that to be more inclined toward the mainland, but | will go

23 Similarly, you had no ongoing nced to conduct business
28 from a location other than your Department of Commerce
251 office: is that correct?

{23} back and read the Conunonsense articles and-
24 Mr. Volcansek. Wetl, sir, | mean, I don't mean to. you
i25] know, ipnore or throw off your question. [t's just that |
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{1 am not a China policy expert.
{2 Senator Lieberman. Understood.
% Mr.Volcansek. And he wrote those articles, and, you
# know, they go for the record.
51 Senator Licberman. No problem. Let me go back to your
16 opcning swatement this morning. "At some point during”-|
M am on page 7-"the spring or summer of 1994, 1 was asked o
1) aid the NPF in its fundraising efforts. At that point in
9 tume, 1 was told that the RNC had advanced well over $2
{10 million fo fund the operations of the NPF and that some of
[t1] those loans from the RNC to the NPF were now due.”
pzn lam now going 1o move to your deposition. ] am going
13) to jurnp around a litde bit, but [ am just going to read
114] from your words here. [ want to set a predicate fora
115} question. [ am not trying to lead you astray at all.
119 Let me just create the sense of what was happening at
7 that time. This is mid-April 1994, conversations with Dan
19 Denning. "What [ remember is that the National Policy Forum
(¢ was not receiving the support and the donor base that it had
[20 previously anticipated.” That is page 35.Then I go down
21 to page 36, line 9. "Dan worked like a dog, and he did
22 everything that he could to make things work. He needed
23 additional help.”
f24  Then 1 go to page 37. ine 9. “The question you are
(25) asking"-this is you speaking again-"Mr. Denning and |

1 (11 really gogs to motivation, to the best of your knowledge.,
- ) and the discussions you had with Mr. Denning and Mr. Ficrce.
13) Why not raise this money in the U.S. as opposed to-l
4] understand you are involved in international business so you
- 15 might be well suited to approach foreign sources. Do you
81 have any recollgction about why, other than the fact that is
™ mentioned-
@ Mr Volcansek Well, Senator. if | could point out,
[ there was ongoing fund-raising. They had a group of fund-
1o raisers, hired fund-raisers working within the Nationat
1111} Policy Forum reaching out to U.S. corporations, reaching out
b2 16 U.S. individuals, and that their success rate was
i(13) insufficient for the needs of the National Policy Forum.
itva] And so the idea, sir, is whal they were doing wasn't working
1ns) well, and they came 10 me and asked me for my assistance,
‘('e) They asked me in an area where my sirength is.
\m Senator Lieberman. Understood.
i'9] Mr. Volcansek. If you ask me to go to some place, sir,
|1 that I'm not good at, then I'm not much help to you.
‘o) Senator Lieberman. Understood. Yet the fact is that
if21) in the end-perhaps it is a tribule to your ability and to
{2zt Mr.Young's gencrasity and commitment-~that it was a foreign
'w3; source that put up the substantial collatcral necessary to
i(24) repay this loan,
‘@R8] Here is what is on my mind, and let me ask it directly.
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{11 talked ali the time. It would not be unusual for us to talk
{2 four, five limes a week. He was consumed with the need to
) raise money. We talked about various ways we could do this
4 a la the types of organizations and the types of companies
15t that would be involved,” et cetera, et cetera. Then 1 go
st down to line 18. "Well, as an example, he mentioned that
M the possibility of reaching out since the Natjona} Policy
i) Forum®™parenthetically, [ say as you have testified today-
™  "had the latitude of raising funds from foreign sources that
110] that was a possibility, and | said we might talk about
{111 that”
121 Over on page 42 of the deposition, at line 20, where
{131 you arc talking about the meeting that you have described
(&) with Mr. Denning and Mr. Fierce, | believe at Mr. Fierce's
151 home, question: “What were the various possibilities that
(18 you examined with Mr. Fierce and Mr. Denning at the end of
nn Apri 1994 about how the NPF could repay the RNC?*
(8 "Okay Well, fiest of all...we were discussing the
119y possibilities of a foreign transaction. Second, we were
120) discussing the possibility where it would be-it could be a
[21) donation or a contribution to the NPF a loan to the NPF or
122 a loan guarantee. We discussed all three of those as
23 possibilities.”
@41 Then [ go over to page 51 of the deposition, question:

: Page 59
¢ (11 On this side of the table, we have all been through

‘@1 campaigns. And | am not at this moment questioning the
| (31 Jegality. | am trying to make a different point. It would
| ] seem to me that one reason that Mr. Fierce mught have raised
1 181 the possibility or focused you on, a foreign source for this

{ ® contribution was, in fact, that foreign sources could give

i M to a 501(c)(4), and they couldn't give to a political

| 8 organization.We are in the middle of an election year. We
[ ® have all been through it Tremendous pressure Lo raise

(10} money. You wouldn't go-in 2 way, you wouldn't use up a
{111 domestic source for the NPF because the domestic source
‘(m could give directly to the RNC or the RNSEC, the soft money
1(13} account we talked about yesierday.
i) S0 you go (o a foreign source because they can make a
‘11t legal contribution to the 501(cX4), has the effect of
18 freeing up money for the NPF to continue to operate, has

(*7 Tnoney 10 do that, but also 10 send the money to the RNSEC.
18 Was that ever discussed?
119y Mr. Volcansek, I'm sorry.

{201 Senator Licberman, What's the RNSEC? It is the soft
.2} money account that we referred to yesterday.
J2a  Mr.Volcansek. Okay.
,[23 Senator Lieberman. It is an RNC sub-account, if I can
lrze) put it that way. We might as well say the RNC.

(2s]_"Was there any discussion at the meeting about raising money ‘28] ___Mr.Volcansck. Well, Senator, you know, ['m listening
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(1] from U.S. corporate sources?”
21 Answer: "I don't recall any discussion on the raising
»i of money from...11.S. corporate sources. | don't recall any
{4} discussion on that.”
1) And then over on page 53 of the deposition, line 23,2
18] later conversation after the meeting at the house of Mr.
™ Fierce, "1 1old Mr. Denning that | had ideas of foreign
@ entities, individuals, that [ might approach.” And then you
19) go through the conversation which led to the transaction
119 that we are discussing and that is the focus of the hearing
1) today.
(127 Here is my question: Why, to the best of your
131 knowledge. the decision 10 seek foreign money for the NPF?
114 | am not raising the question of the legality. | think you
115 have 1estified at somne length about your efforts, as Mr.
(t6) Becker did yesterday. to make this a legal transaction. But
(*n on the face of it, it scems curious (o raise money from
1'8) foreign sources for an American think ank associated with
('8 an American national political party. Why foreign money?
200 Mr Volcansek. Well. Serator, | thunk that in asking
@1 me that question. primardy my business is international,
122 and a lot of the peoplc that | walk 1o and deal with are
{23 international. And-
241 Scnator Licberman. Excuse me. [ don’t mean 1o stop
251 you, but { accept that. i guess my question 1s different,
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to you, and yaou certzinly make 2 very logical presentation,
and 1t certainly makes sensc. But in-you know, let’s say
that we don‘t dispute that that may be a possibility that
that was part of Mr. Fierce's thought process.

But 1 will tell you that they had an overall
comprehensive program for fund-raising and that | was a part
of that process, and the reason that I became a part of thac
process was being of the intense need to capitalize the
orgaruzation because the Republican Naucnal Commutice
couldn't lend it any more money.

Senator Lieberman. Right.

Mr.Volcansck. In opposite, sis, it wanted the moncey
rewurned that it had already lent it.

Senator Licberman. I am going to ask the same question
of Mr. Barbour and anybody ¢lse | can.Again. ! am not
allegung ilegalicy here, but it just seems (o me, sccng
the pressure to raise dollars. we are in a campaign, foreign
money can go to a 531(c)X4) but not to the local-if I may
just have a munute, | want to make one final pownt.

Scnator Glenn. One minute.
senator Licberman. Thank you, Senator Glenn.

There 1s aiheme that runs through this and the

:23 tesumony we heard duning the first couple of weeks. and |

;241 thunk it goes to the problem with the campaign finance

(28] system.
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11 You say Mr. Dan Denmng was working like a dog. He was
[ consumed with the need to rais¢ money. That sounds so much
% like what Richard Sullivan said to us the first week, need
4] to raise three times more than the DNC did in the 1992
18 cycle, stop vetting contributors, the pressure to raise. It
181 sounds very much like what we heard about John Huang,
N wnlcnse pressure to raise money, what we will hear when we
M get to the Buddhist temple, the fund-raiser is hcid and the
™ next day he told that he hasn't raised enough, so he goes
' back, allegedly, and has the nuns write-the nuns who took
i1 the vow of poverty write out the $5,000 check, then
113 reimbursed by the temple.
it What | am saying herc is that the system has imposed
{14) this rcientless pressure on people in it to raise money.
{51 gwves them the option of rising soft money, even in this
e} case foreign money. It is tough for the normal person in
17 this position 1o resist it, and it is part of why we have
18] the problems we have with our system and why I hope in the
1'%y end we will change the law lo remove some of this pressure
20, on people. Good people end up doing questionable, maybe
121 illegal things, when they are under this kind of pressure.
@1 Mr. Volcansek. Well, Senator, ! certainly appreciate
23 what you'te saying, and 1 also empathize with the pressure
124 that others have felt and cerainly that I have felt in the
128 various activities that I have been associated with. But,
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n cﬁons to facilitate the National Policy Forum's efforts on
@ conducting conferences on issues that were relevant (0 those

" (3} days’ issues.

@ Senator Cochran. And none of the funds that you raised
15} had been questioned in terms of their illegality or

" (&t violativé of any rule or law of the United States; isn't
M that correct?

- @ Mr.Volcansek. Well, sig, I sit in the fish bowl aow.

i I certainly hope not. But I am going to just say to you,

igar sir, that, no, no one has questioned any of those issues,

'111) and they're certainly there for the record that 1 did

't21 contact those companies. But nobody has asked me about

i113) those funds.

(1e1  Senator Cochran. 1 thought Senator Susan Collins

in1s) compared your service as Deputy Assistant Secretary of

11y Commerce with another Deputy Assistant Secretary of Commerce

' in a very interesting and effective way. | have one other

‘1181 question along that same line.

19 You served as Deputy Assistant Secretary of Commerce,

+f20) and that just coincidentally happened 1o be the same title

'@1] that John Huang had when he served in a different

‘@2 administration. Did you raise any funds for any political

‘[23) committees while you were serving as Deputy Assistant

{24) Secretary of Commerce?
5] Mr.Volcansek. Senator, a3 1 said in my statement this
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1) sir, | have to point out that [ think there's a significant
1 difference here.
1 Mr Sullivan and Mr. Huang were invoived in the
4 pressures of fund-raising for a political campaign, direct
I5) political campaign contributions, as [ understand it, sir.
9 And 1don't know either of those gentlemen, and I can't teli
m you that | listened in very much depth other than what the
# media has allowed [or it to happen or what my children have
™ called me and told me what was said.
(1ot But let me just say to you, sit, that the difference
111) here, I think, is that we are talking about, you know, an
121 entity and we are talking about a think tank which we were
'y trying to push-and I know you have the documents, and |
4] know you have seen them, where Haley Barbour was trying to
(5] push two issues,. Mr. Baron brought it out from the
1181 documents carlier, rying to push two things. He was (rying
I'n to push policy as well as working on his election process.
"4} And that's where Mr. Denning was feeling the pressure.,
1'%  Scnator Licberman. I understand the distinction you
120y arc making, but the resull, if [ may say so, was the same.
1211 And the result of the collateral that you arranged o be put
{22 up was that $1.5 million went to the RNC for use in the 1994
23] election.
20 [ am not alleging illegality here.
{25)_Mr.Volcansek. Yes, sir. | understand.
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(1 morning-and ! want to say it unequivocatiy-I was totally

' @ and completely aware, as was every single one of my
' ( colleagues who were under the auspices and the ¢onfines and
. [ restrictions and parameters of the Hatch Act, we khew what
" 15 we could do and what we couldn't do.And, sir, had we
{ (o1 involved aursclves in any of those activities, we also knew
'i m what would be the consequences of that action.

m)  Senator Cochran. I have no further questions, Mr.

| @ Chairman,
et Chairman Thompson. Senator Durbin?

(17 Senator Durbin. Thank you very much, and I just have

(13 two or three questions.

(131 Now,according to your deposition, Mr. Volcansek, you
l(ra} said that you first met Ambrous Young, you thought in the
5] period between 1990 and 1992, in a social setting with
itret Richard Richards; js that correct?

‘'n  Mr.Volcansek. Yes, sir.

.(+ay Senator Durbin. Okay. When did you first become aware
‘(19 of Mr. Young's citizenship starus?

ipet  Mr. Volcansek. I became aware of Mr. Young's

'ran citizenship status during the 1994 period.
iz Senator Durbin. And what did you learn?

129 Mr. Volcansek. In 1994, what [ learned was that he was
:124) a citizen of Hong Kong.

[m Senator Durbin. Were you aware of the fact that he had
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{1l Senator Lieberman. I understand all that you did. But
R the impact was the same, and { can’t help bur believe that
™ Dan Denning must have been under tremendous pressure not
only 16 rise operating costs, because thase would continue
on, but the immediate pressurce in the spring of 1994 was get
that money back (o the RNC so we can plow it into the
¢lection of 1994.

Thank you, Mr. Chairman. | have taken encugh lime.
‘Thanks, Mr. Volcansek.

Chairman Thompson. Scnator Domenici?
Scnator Domenici. § pass.
Chairman Thompson. Senator Cochran?
Scaator Domenici. Can | reserve?
Chawrman Thompson. Yes.
Scnator Cochran. Mr. Chairman, thank you.
Lc1 me ask you this: | understand from reading your
statement that you said that your “cfforts 10 raise money
during mid- to laie 199% were focused on domestic
individuals and corporations.” And "During (hat time“~and

1o
i
0
(13
(14]
13)
{18
nn
o
(9

! Page 66
1t renounced his U S. cibzenship?
@  Mr.Volcansek In 1994, yes, sir, | became aware that
 he had renounced his citizenship.
W Senator Durbin. Were there any discussions involving
{5 the peopie at the National Pelicy Forum about the propricty
i3 of relying on someone who had renounced fus U.S, aitizenship
m for so much financial assistance for this think ank?
" Mr.Volcansck. Would you ask the question-1 mean, it
@ is the question part [ don’t hear. [ got the last part,
et Senator Durbin. Okay. | just wondered if there were
(1% any discussions among your counterparts and friends at the
{121 National Policy Forum about the propriety of relving on a
1133 man who had renounced his United States citizenship for such
{14] 2 substantial backing of this Republican think tank.
1y Mr.Volcansck, Scitator. we had a discussion as it
18 related to-in other words, ! certainly madec it aware that
11 that was-that that was a situation. To the length of the
j1e) discussions of to the parameters of the discussions, 1 don’t
(19] remember.

1201 1.am guoting="1 neither solicited nor raiscd any moncy from 20 Senator Durbin. Do you recall whether there was a

121 foreign sources on behalfl of the NPE” 121} discussion about why he renounced hus U S. citizenship?

221 Mr Volcansek. That's coreect, sir. 2 Mr. Volcansck Well, | asked that question, and-

123 Senstor Cochran. That's correct. s it? 123 Senator Durbin. Of whom?

2a; Mr Volcansck. Yes, sir, it is. | rassed several 28] Mr Volcansek. Of Richard Richards, sir.

{25 hundred thousand doliars from U.S. corporations in the 125} Senator Durbin. And the reply? .
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I't Mr.Volcansek. | understood that it had resolved
1@ around tax issues.
3  Senator Durbin. So obviously for more favorable tax
(4} treatment, he gave up his American cilizenship to become, 1
15 belicve a Taiwanesc citizen is what we have been 10ld.
il  Mr.Volcansek. Sis, you know, I-the answer to both
M questions is that I'm not sure. [ mean, you know, Mr. Young
® is Chinese, and which citizenship he actually maintains,
® didn't look at his passport nor did [ ever ask him.
') Senator Durbin. But did somecbody-1 mean, Mr. Richards
111] or one of the principals at National Policy Forum-say time
1121 out here, we ought to think rwice about this, this man is
[13) going to end up guaranteeing $2 million in loans to a think
(14 tank that we are saying is going to promote the Republican
(151 Parry of the United States, and he walked away from his U.S.
(14 citizenship for tax purposcs, maybe we ought to think this
nn through again?
18t Did that conversation or anything like it take place?
19y Mr. Volcansek. Well, Senator, as | said just a moment
120 2go, we certainly had a discussion about the fact that Mr.
21 Young had renounced his citizenship. We were aware of the
22 fact that he had done so0.And 1 also said to you, sis, you
23] know, having to go back in memory, since this is the first
{24} time anybody has asked me about this issue, you know, [-at
125 dus ume sitting here, I can't recollect what it was that
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(1  TharnMyou for your testimony.
2] Mr.Volcansek. Yes.
13 Senator Durbin. Thanks, Mr. Chairman.
4} Chairman Thompson.Thank you.
(s} Senator Smith?
(81 Senator Smith. Thank you, Mr. Chairman.
7 Mr.Volcansek, when you were contacted initially by the
) Committee to come in and be a2 witness, or the possibility of
191 your being a witness and being depased, was there any
i+ indication given to you that your activities prior to 1992
i1 at the Commerce Department were going to be investigated?
g Mr. Volcansek. Senator, from the moment that | was
‘113 finally contacted by the Committee as it related to me
! (4] participatling in this review and investigation into this
ms1 issue¢, [ was never told that-or was it never revealed to me
vm] that there was any interest in my activities in 1989 to
111 1992, and, sit, to be truthful with you, | didn't understand
‘') how the Presidential campaign of 1996 was acrually affected
{19 by this particular issue, and I asked my atiorney why were
{20 we talking about an issue that happened in 1994,
‘R Senator Smith. What specifically were you told that
2 you were going to be asked abour?
23 Mr.Volcansek. Senator, | was told that we would be
(4] discussing the Young Brothers [oan transaction and my role
(2si_in that transaction and the efforts of the National Policy
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1) we discussed or how far. I'd have to think about it.
1 Senater Durbin. So could you recollect any precautions
@ that were taken because of this knowledge that he had
(4} renounced his U.S. citizenship? Was there 2 suggestion
13 there were certain things that you would do or say about Mr.
® Young because of this that you wouldn't say about an
M American citizen who supported the Republican Party?
i  Mr.Volcansek Well, Senator, you know, we made a
™ decision to go forward with that transaction, and we dealt
o) with that transaction, and everything was straight open and
{1 aboveboazd.
" You know, 1 don't want you to insinuate that we tried
{131 to hide anything in that regard as it related 10 him, and
{14] the answer is we made a decision to go forward because we
(5] didn’t feel that we needed to go ahead and spend any more
[t6) ime on the discussion.
nn You know, you're asking me about something that
(8] happened, you know, a couple of years ago that 1 haven't
1'9) thought about since then.
(200  Senator Durbin. Mr. Volcansek. is it your belief that
121] the National Policy Forum couid have taken this loan
727 guarantee directly from Young Brothers of Hong Kong, that
23] there was no necessity for using a U.S. corporation?
124  Mr.Volcansck. Senator, yes, sir. | was aware of the
28] fact that Young Brothers Development of Hong Kong could go
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{t| Forum in what the National Policy Forum was about and how
121 those funds were to be used. That was all, sir. that | was
13 ever told.
" 14 Senator Smith. And in your statements 1o this
5) Committee and in your deposition znd your statements this
* (6] afternoon and this morning, you have stated all that you
* n uuthfully know about this transaction, have you not?
. Mr.Yolcansek Oh, absolutely, sif.
| @ Senator Smith, Mr. Chairman, [ just want to-1 have no
1[!0] further questions of the witness, but [ just want to say, at
|1 the risk of perhaps being accused of being a partisan here-
'uz] and I don’t-there will be some laughter over that, but as

Jm; Clark Gable said, "Frankly, Scarlert, [ don’t give a damn.”

4 The truth of the matter is, Mr. Chairman, this really

i(15! bothers me. I don't think any witness on the—quote-

‘18] unquote-other side, has been subjected to this kind of 2

.17 bianket situation, and I at the appropriate time-and ! will

‘118) defer to the Chairman to tell me when it is appropriate. |

.[19] am going to make a motion that the entire box of documents
{200 that came from Commerce be sent back and not be made a part
121 of the record of this Commictee in any way. [ don't believe

122 that they are relevant. I think it was improper that they

.[23] were asked for. And whatever the appropriate ume is, {

r.u) would like to make that motion and would hope that it would
5) get the support of the Committee.
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111 ahead and do that. It was my understanding that part of the
2 bank's requirement was thal it was easier for them, they
1% felt better about dealing with a U.S. corporauon, and that
] the bank was the entity that really kind of drove that
19 vehicle.
1 Senator Durbin. Were you working with or familiar with
m Mr Baroody in his role 23 the president of the National
 Policy Forum?
™  Mr. Volcansek. Senator, | indicated earlier in my
1o tesumony 1 have never met Mr. Baroody.
{111 Senactor Durbin. Did you find it odd that you were
(131 playing such a central role in the financing of the National
{131 Policy Forum and never met Mr. Baroody?
141 Mr. Volcansek. No, sir. 1 understood that Mr. Baroody
1151 really wasn’t interested in fund-raising, and that, i
{16) essence, | was aware that even at the time that [ was
1" winvolved, that he was basically, you know., probably on his
1) way out.And so Dan Denning was the chief operating
119 officer. and that he had been tasked with the responsibility
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We have a propensity in this town-some people do, and
others enjoy watching it happen-to destroy people's
reputations. And it is tough enough in this town to get
through what you have to do, whether you are a Senator or a
Congressman or an official serving in some other capaciry.
But when you are asked here to come and testify on a certain
matter and then you go digging into people's backgrounds, it
remunds me of Mr. Livingsione over at the White House
digging into the 950 FBI files. [t is just wrong.And it
ocught not to be tolerated.

And you have made the poimt. Mr. Charrman, but | just
want to support you on that point and say 1o you that,
whenever it is appropriate, § would like to make such a
motion.

Chairman Thompson. Well, thank vou. Senator Smith. |
think we have all had our sav on that. Senator Glenn and |
have spoken briefly about it, 2nd we plan to confer in
private on that. And | would ask the Senator to perhaps
hoid off until we have an opportunuty to do that.
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1201 for dealhing wath thus issue, and as my long-ume friend, 1 200  Senator Torricelli?

2ty relied on that. 2t; Senator Torricelli. Thank you, Mr. Chairman, very

127 Senator Durbun. It appears from what we have lcarned 1221 uch,

123 at this Committec that Mr. Baroody was not interested and, 23 Thank you very much, Mr. Volcansek, for being with us

129 frankly, a little wary of raising money overseas, and maybe 24 today and for your patience with our questiomng.

25)_that1s why vou didn't cun into him. 2% [ was cunious. [ noticed that earlier you had
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11 submuticd an caslicr version of your testimony for the

@ Commiltee. and yet the testimony that you offered today

1 changed on pages 2 to § to deal with a variety of matters,

4 including refcrences to Mr. Baron.

15 In changing your testimony today, were you in

18) communication with, receive advice from. or in any way alter

m your testimony based on suggestions of any members of the

i staff of the Commiittec?

9  Mr. Voicansck. Absolutely ao. sir.
o1 Senator Torricelli. So, indeed, this is entirely of
{11} your own voliuon, your change of your testimony?
pa Mr. Volcansek. Absolutely, sir.
1y Scnator Torricelli. Thank you very much.
{141 Let me go on to several other areas quickly, if 1
f1s; couid. The Commitice does have bank records dealing with
8] deposits.
17 Mr.Volcansek. Go ahead. I'm sorry, sir.
19y Senatot Torricelli. The Commitiee does have deposit
sy records from the banking, but does not have a contributors
r20) list from the National Policy Forum. That tisting indicates
R1) that there are potentially three foreign contributors to the
221 National Policy Forum of which we are aware, but we do not
[23) have the benefit of the full contributors list. They
124} include not only Mr. Young but two other foreign
(35) corporations as well.
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4] lﬁrbour that participauon i Team 100 is being transferred
{2 1o Stephen Young because Mr. Young had given up his
13 citizenship for tax reasons. [ assume at this point you
4 have read or become aware of these different facts?
51 Mr.Volcansek No, sir, I'm-] don‘t believe that [
1% have seen them recently or am aware of them.
m  Senator Torricelli, Well, it is comforting to know,
{0 then, that you weren't watching the Committee's
" ® deliberaticns yesterday. We reviewed this in some depth.
'110] So to familiarize you with them, it is clear now, both from
{11} the deposition of Mr. Bolton and then from this note in the
12 file by Henry Barbour, that there was clear knowledge that
‘(13 Mr. Young's renunciation of citizenship related to his
((14) concern about his tax status and obligations 1o the United
(1§ Suates Government.
‘(18 Pursuing that linc of inquiry, then, my interest is
17 that in the House of Representatives in February of 1994,
i(1) there was an effort by Democrats to end this tax loophole
‘119) and have expatriates not be able 1o escape their tax
"@2a liabilitics. And, indeed, Senator Bradley in March of 1995
‘21) succeeded in having just such an effort in the Finance
za Committee entered. | am wondering whether you have any
@31 knowledge of Mr. Young's meeting with Mr. Gingrich, Senator
‘124) Loty, and Senator Dole in early 1993, whether this issuc was
‘%51 cver rised by Mr. Young, his concern about changes of the
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in Do you have-those would be the Pacific Cultural
21 Foundation made a $25,000 contribution, and Pandz Industsics
@ made a $50,000 contribution. Are you aware of any
4 additional foreign contributors to the National Policy
s} Forum?
®  Mr Volcansek. Senacor, | wasn't aware of the last two
7 that you mentioned.
1  Senator Torricelli. As someone who is associated with
© Lhe National Policy Forum, 1 ke it, would you encourage
'ay the forum and believe it would be responsible for them (o
119 release thewr full list of contributors to the Commiitiee?
11 Mr.Volcansek. Well, sir, | don't believe that it is
[13} my posituon lo-
st Senator Torricelli. I'm asking you your opinion, if
s} you think it's appropriate for them to withhold it or that
(6] it's responsible not to. Your reputation has now been
117 connected to the National Policy Forum. You did some work
118} that benefited them. We asked Mr. Sullivan whether, indeed,
(+9 since his reputation involved the Democratic National
2ot Committee, he would give advice for them to do one thing or
21 another in cooperation. I'm asking you your opinion.
g You don't have to offer it cither.
123) Mr.Volcansck.That's right, Senator.
124 (Laughter.}
{281 Senator Torricelli. Well, I'm glad you'te agreeing
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' (1) tax laws that would have ended this ability to escape 1ax

{ @ liabilities for expatriates such as himself who chose to

1 19 renounce their citizenship?

gy  Mr Volcansek. Well, sir, first of all, ! feel like

15 you've got a multiple-part question there, and-

. @t Senator Torricell. Web), let me reduce it to one. Do

| [ you have knowiedge whether or not in their meetings with any
. tst of thase three Members of the United Statcs Congress the

' m issue of tax liabilities and efforts by the Democratic Party
(trof to change our tax laws was ever raised?

1] Mr.Volcansek. | have no knowledge that Mr. Young ever
(121 mentioned anything about tax liability to any of those

|3 gentlemen.

'ttar  Senator Torvicelli. Finally, then-

1(15) Mr. Volcansek And let me just say, sit, let me add,

itrs; please, that it would have been inconsistent with the

(171 interest that Mr. Young had for him to have done that simply
i118) because Mr. Young expressed that his main interest-at least
‘i he always expreascd it 1o me-was in pursuing a form upon
IRo) which to present the various views on the ane China policy.
i1 That is all Mr Young ever said to me that he was ever

‘127 interested in. 5o [ would find it incongruous for hum to go
{3 ahead and pursue such a discussion with cither of-any of
‘raa) those gentiemen.

if2s) _ Senator Torricelli. Weil, indeed, for his §2-million

with me, but what are you ing to?

I agreein|
Mr. Volcansek. That 1 don't have to offer my opinion.

1]
3oy
4}
I8

1f.
Senator Torricelli. Okay. Then you can withhold it.
Let me ask your opinion then on another matter. Many
18] of us, as Me. Durbin has suggested, have found it curious
m that a man mativated to renounce his citizenship of the
8 United States would aimost simultaneously potentally have a
® larger financial impact on the 1994 elections than any
po) Amenican labor union, corporation, of individual. It is an
(11 extraordinary juxtapaosition of a lack of interest in the
vz affairs of the United States and then an extraordinary
113) inlerest in our electoral process.
par In Mr. Bolton's deposition, in answer to a question,
51 page 79, "Did vou-at any time while you were with the
1r61 Navionai Policy Forum, were you aware of [Mr.] Young's
117 cnizenship. whether he was a U.S. citizen or not?" 1lis
e answer is: “The first [ heard. he was a U.S. citizen,
;191 Then, | heard he had renounced his citizenship. At the time
120! 1 learned that. there was a 1ot of discussion about a tax
211 proposal being considered in the House that might have 2
122 favorable impact on so-called tax exiles.”
23 There is an independent piece of information. In
124] August of 1994, Haley Barbaur apparently met with Mr. Young.
261 Two weeks later there is a note in the files by Henry

! 1 financial arpangement with the National Policy Forum. he.
' 1% indeexs, was given what he putchased because he was ablc to
@} write Jetters that were purchased that expressed his vicws,
{4 although he was not an American cilizen, on America’s
' 15 foreign policy positions regarding China and Taiwan. | am
" 18 not discounting that he got what he purchased. | am simply
™ adding whether he had an additional interest.
15y It appears that in immediate proximity to Haley Barbour
19 meeting with Mr. Young, it is communicated to his nephew who
11ey runs Team 100 that there was a renunciation of citizenship
1] because of tax sfatus.
gy Itis also clear from Me. Bolton's deposition that he
113 was aware that citizenship was renounced because of tax
14] liabilities to the United States Government. Clearly, this
{15; was being communicated. Mr. Young was expressing more than
'8 his interest in American forcign policy towards China.
(17 Clearly, somebody was receiving the message about an issuc
(18] that was being widely debated in the Congress at that ume,
(19) the changing of our 1ax laws to deal with expatriates.
(200 As | have suggesied. almost simultaneousty, the [{ousc
2t of Representatives and the Senate Finance Commiltce was nut
122 only discussing, but voling upon this very issuc.
21 Aso, simultancously. Mr. Young is meeting with Scnator
{24 Loat, Senator Dole. and Speaker Gingrich. [fowcever, it 13
[281_your testimony that vou do not know whether that was
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M discussed. " 11 Mr.Volcaggek. RNSEC. I'm sorry. ['m just not
21 Mr Volcansek. Sir. it is my testimony that | do not 2 familiar with the term. 've moved to Houston. ] don't

@3 know whether it was discussed, but | would say to you that
18} in your discussion just now that my answers to Senator
% Durbin's questions are consistent that everybody was aware
1# of Mr. Young's citizenship and his renouncement of his
™M citizenship and the fact of why he renounced his
# citizenship. So it just goes to show that we were open and
@ that he clarified the issue.
e Scnator Torricelli. Okay.
{11] Mr.Volcansek. Sir, the fact that he pursued that or
(121 didn’t pursue it as it related to the Nationaf Policy Forum,
113 in all my activities, and [ was actively involved in that
{t4] process, that never came up.You would have to discuss with
\'s} Mr. Richards who was his personal confidant.
118 Senator Torricelli. My ume is going to expire her.
117 So let me just, in concluding, suggest to you, as someone
&} who was active in the Democratic Party and believes in the
119 Democratic Party, | am angered to find that people who
t20) worked for the Democratic Party solicited and received
@1 foreign coatributions. It is an offense to all of us who
122) believe in the party and all those who contribute to it.
231 ‘When Mr. Sullivan was here, he suggested he considered
124] it a betrayal himself, and that if the President of the
125)_United States had known abaut those activities, he would

(9 have to keep up with the acronyms now, but tet me just say
14 to you that in that issue, as | undersiand it, those funds
15) g0 to get out the vote; that those support the general
i (4 issues of supporling campaigns and getting people to
! @ participate in the political process, not for specific
. 8 campaigns.
% And 1 want you to know, sir, unequivocally, without a
‘{to] doubt, that [ was clear on those issues with Mr. Young. So
‘(1) he never thought that he was influencing an individual
(121 election.
(131 Senator Torricelli. Senator Glenn, if you would give
i{t4) me 30 seconds just to respond and conciude.
(15} Mr. Volcansek, you seem like a very nice man. You
1161 could not have listened to this testimony before this
i1 Committee in which Mr. Young was told that his contribution,
:118) his loan papers must be advanced in time as soon as
(19 possible, because the November elections were a few weeks
'10; away, and believe that he possibly was under the impression
!121} he was not influencing or advancing the cause of the
(221 Republican Party in the 1994 elections.
123 Iris important, obviously, that you be rruthful with
/24 the Committee. It is important that we learn from your
(5] testimony, but obviously, personal credibility is also
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11 have fired the peopic involved and, indecd, been angry.
2 You lent your good name to the National Policy Forum.
31 As a result of your efforts and those of others, it is
) arguable that the individual who had the largest single
151 impact on the 1994 Federal clections of the United States
(1 was a foreign national who renounced his American
(M citizenship potentially in order 10 escape tax liabilities
(81 of this country.
™  The anger that | fecl at some who would betray the 2
ol million Americans who legally, rightfully, and patriotically
111 contributed 1o my party, do you not feel yourself a betrayal
112 and anger at Haley Barbour, at others, who invited to
13} participate in this process people who do not share our
[14) citizenship or our interests? Was there not a betrayal of
1'% your party that you would express the same outrage that |
(t6] believe President Clinton probably feels and Richard
{7 Sullivan felt and that | am expressing to you today?
19 [Mr. Burchfield confers with Mr. Volcansek. |
1o (Laughter.)
120) Senator Torricelli. | think the floor is yours.
121] Mr.Volcansek. Yes. sir, and you have said a mouthful,
23 and I~
23  Senator Torricelli. You are invited to do the same.
{24] Mr.Volcansek. | have to think about it. [ have to
1251 _think about all the things that you said, and 1 would like

]
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" critical to maintain, for each of our own reasons.
@  Finally, let me suggest to you that of the many things
' {3 this Committee may learn, one may be the continued reliance
14 on people who involved themselves in this process on the
(8] letter of the faw, compliance with the advice of counsel,
(% rather than at some point in the day simply asking
M themselves is this the right thing to do, is this something
1) thar I will be proud of and that | want to be associated
. @ with.
lttq 1 know that you are disappointed in your reliance upon
{11 counscl, and you should be, but it appears to me that at the
(121 end of the day, [ do not think you are going to be able to
:[13) say that this arrangement, Mr. Young's involvement, its
{M imgoact on our clectoral process, was simply the right thing
1S to do.
!l‘ﬂl Thank you, Mr. Chairman.
‘7t Chairman Thompson. Senator Domenici?
‘18 Senator Domenici. Mr. Chairman, first, | want to tell
191 you personally that [ am very sorry that | have not been
1201 able to attend more of the hearings, and [ think you
‘[21] understand my circumstance. Frankly, | may not be able to
1122] be here this afternoon~f am going to try-because { have
'[2% been anxiously waiting for the other side to present thew
.[24] case, and let me suggest for the record and for anyone
i128]_interested, thus far, if you are out there in Qil Patch, you
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to go back to one of the issues that you brought up that |
think | want to make absolutely and unequivocally clear to
this Committee. Maay times ! had the opportunity to explain
to Mr. Young that he could not participate in our political
process. [ explained to Mr. Young that it was impossible
for him to participate in the process of elections and to
directly contribute in any way to the Repubtican National
Committee or to any individual campaign.

So, sir, | have-the difficuity that i have with your
commenis is the fact that you say, you know, am [ outraged
at his ability to influence the process of the elections,
when his money couldn't be used for campaigns, and that his
moncy was used for the National Policy Forum in the fact
that he guaranteed a 1oan, that, two. he guaranteed a loan
for Signet Bank to the National Policy Forum.

Now, addressing-in fairness, addressing the issue of
the funds that were returned to the Republican National
Committee, those funds went out for. as | understand the
process-and sie, [ am not a Federad clection lawyer, and [
don't understand. | believe someone-one of the other
Senators mentioned-or no, it was Mr. Baron, { think.
mentioned the types of funds, and 1 had a difficulty
231 understanding what the word was.

24 Whatis it?
(251 Mr. Burchfieid. RNSEC.
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: 1] would have to say they have hit a dry hole.
‘@ | mean, the extent to which distinguished Senators,
{3 like the one from New Jersey, my good friend-1 am beginning
{4) to know hum. He is an eloquent, eloquent person, but the
151 extent to which he would carry his last remarks, just an
18] indication to me that they have no case.
m ! mean, to sugges! that this is 2 major influence on
in the tast campaign. when we have not yet been made aware of
s how many scores of millions of dollars the labor unions put
10 in, and yet, he would say this is more important than
(11 anything else, I mean. it has reached the absurdity.
1y Now.lam hopeful when the day ends that the dry hole
(137wl stil} be there, and I believe it will. So ict me tel
[t4] you what | understand and ask the witness a couple of
(18] questions.
[16) First, from the other side, | am always listening
{17 attcntively when Senator Licberman speaks, Senator, and |
119 have not changed my mind.
(st Now. ] believe he summarized this siuation pretty
120y well. I believe 1 heard tum say that there s nothing
r2+1 legal about the transaction we are talking about. Now, if
(221 he did not say that, his wonderful legal mund will soon
123 bring hum to that because how could you have the kind of
24 legal counsel informung people that it is not ilegal and
125] have us speculate up here that it s illegal. It scems lo
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{11 me agan reaching cut for an absurd situation 10 peg
@ somcthing on Haley Barbour.
M Now. having sad that, I will make rwo other
{a} observations about where we are and where the people of the
i Uniled States are in these hearings, but | want to first ask
{8 just 2 couple of questions that came to me. as my good
( [ricnd from New Jersey worried so much about a Hong Kong
i resident who used to be an American citizen.
M  Now,let me ask you, would you have been worried if a
10y fund-raiser. coming along for this nonprofit. named Gregori
111 Loutchansky. who is suspected of being 2 Russian mafia
121 boss-would you be concerned about taking money from that
13 person?
{4} Mr.Volcansek. Well, sir, | wouldn't deal with a
115, Russian mafia boss.
{'m  Senator Domenici. Now, the facts are that he antended
17 an Octaber 1993 White House Dinner, invited Sam Dom, who
{18) contributed $160,000 to the RNC.
e Now, let me ask you, would you be interested in
f20) negotiating for contributions and requesting contributions
t21) from Roger Tamraz, T-a-mrr-a-Z, subject of an international
o arrest warrant, and he attended at lcast six White House
[23) visits, pitched a pipeline deal, and contributed $170,000 in
¢ contributions 10 the DNC? Would that kind of person have
f2s;_impresscd you as one you would seek contributions from?

! Page 68

{11 and in the Democratic elections, they have found one witness

[ unavailable so far. Is that correct, one witness? We had

™ nothing to do with that witness. That witness is claming

14) the Fifth Amendment, but let me suggest-and | would ask

(51 that Exhibit No. 508 be put up.

8  Now I say to my good friend. Senator Torricelli, who is

M better with words than any of us, what kind of a speech

; would you make here if you had this chart on your side?

w Fifty witnesses have cither fled the country or claimed
i(10) immunity, 50. 5o, when it is said that we know the facts
'r1] and we know what the White House knew and we know what the
ipzy White House thought, frankly that is not true. We have not
1131 been able to interrogate any witnesses about wiiat really
114 happened in any of these transactions, and beyond that, it
'[15} is interesting to notc~and [ would just ask that Exhibit
(181 No. 509 be put up-for these witnesses are not just innocent
‘' players of an insignificant nature, for we can go down the
i118] list of these who either claim immunity or have fled the
161 countey, and we have a few stactling facts, John and Jane
‘2 Huang, total contributions, $204,000; James and Alan Riady.
1211 $520,000; Lippo entities and employees, $234,000, Now, the
rr2z list is easily read, and you can read the rest of it.
!m Now, my point is that you and Haley Barbour and the two
!r26) previous wilnesses are contributing far more than your share
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M Mr.Volcansek. No, sir, | would not.
& Senator Domenici. How about Jorge Cabrera, convicted
) cocaine smuggler and tax evader? Would you be interested in
{4 soliciting money from him?
[ Mr.Voicansek. Wouldn't want to meet him cither, sir.
{8 Senator Domenici.Thank you very much.
M Now, the reason | asked that is because 1 want to tell
% you, there was some inference by the distinguished Senator
o from New Jersey that when the day has ended, you ought 1o be
11o; concerned about your testimony and about your feelings here.
111 Let me tell you, as one Senator in America, I do not think
13 you ought to feel very bad about it at all. Do you
113 understand? You came here, and you voluntarily were sworn
4 in, and you taid it all out before us twice, in a deposition
('s) and here, right?
e Mr Volcansek. Senator, my-
113 Senator Domenicy. Let me just ask, you did not have
{14) anything to be ashamed of, did you?
119]  Mr. Volcansek. No, sir.
(20; Senator Domenici. Do you have anything to be ashamed
@1 of today?
227 Mr.Volcansek. ] have nothing 10 be ashamed of. | am
23 proud of my service to my country and t0 my participation in
R4} this process, and | resent the inference of the Senator.
(28) I'm sorry.

125]_to us trying (o find aut about campaign financing. and thus
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' 11} far. it seems to this Senator, we will never find out what

' 131 happened, what really happened with reference to all this

+ @ nformation on Huang and ail the athers.

1 ) Now, last, | want to make a point that [ have not made

‘ 19 publicly, and [ ask that my fellow Senators think about it

| 1 becayse we ought to do something about it. We asked the FBI
{n agents of the United States Government, Mr. Chairman, in

l m closed sessions, will you tell us what you know about John

i @ Huang, Well, first, the predicate, do you know anything

{+&1 about him, have you investigated him. [t becomes obvious

{11 that they have, and then you asked the question, can you

'2 tell us anything about it, and the answer-the answer should

I[m be on the Senate floor with the United States Senate irate,

'pa) for who do they seek legal counsel from? The Altorney

iist General of the United States. fsn't that intcresting?

‘4 And the Attorney General sends a lawyer over, and every

i tume we ask him a question, they say we cannot answer that

('8 because thete is a criminal investigation, even in secret

19 session.

iret  Now, Mr. Chairman, how are you going to conduct a

iR1) hearing? How are we going to do this when, as a matter of

| fact, we do not have enough time right now and we have the

i[23 Attorney General, employed by the President of the United

‘R4l States? And frankly, until very recendy, I had great

i29]_respect for her. { join vou i your criticism, Mr.
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Senator Domenici. That is fine. | wondered what took
you so long.

Mr.Yolcansek. Wel), sir, the bell went off before 1
had a chance to speak or | would have spoken and address the
issue, but, Senator Torricelli, | am very proud of the
things that | have done in my life. | am not pleased that
thys transaction has taken the digection that it has and
that we are in the fish bowl that we are in, and | agree
with this. the Committee’s mandate, to focus on revitalizing
and reinvigorating the process to such that it is great for
cveryhody and good for Amcticans, but [ want you to know,
Senator, [ have served my country for several years. and my
farmily has scrved this country. and we are proud of it, and
1 have done nothing that 1 am not proud of.

Senator Domenici. Thank you very much.
Do | have somc more time?
Mr. Madigan. [Nodding head up and down.])
Scenator Dameanici. Look, the second point | want to
make. just in the cvent | am not able to come this
afternoon, | would like 1o share with you how much you were
1 contributing to your country by being here.
I have kind of gone through and done a check-off of
123 witnesses. The minority investigation. in an cffort to
i24) cquate whai Republicans did or what happened in the fast
123) Presdential. to what happencd in the President’s campaign

Page 50
- (11 Chairman. [ cannot imagine that we are sitting by as the
. @ United States Senate and watching that happen. Every time
| @ we want a fact, we are waiting for a criminal investigation.
. ) Now,let's just talk serious. That ¢riminal
! 15 investigation could end in about six months, with nobody
. 18 indicted or many, but we will be finished, and we will not
' M be able to find out and tell the American people what they

8) ought to know.

®  Now,l think that is what is important, Mr. Chayman,
10} and if [ were here today, this afternoon when Haley Barbour
111) comes up, that is what I would tell the American people. |
1ta understand that is going to have CNN and maybe a few more
13 listeners then, this wonderful group of reporters that are
nay here, and they deserve to know what is going on in tcrms of
151 these hearings. and frankly, | am going to say it until we
18] do something about it. Flow are we going to get evidence?
17 Now,1understand we have been unable with some cffort
1'8] un the part of the Staie Department-not critical yet of
19 them-we have been unabie to find Charlie Tric. Well, gucss
120t what? Tom Drokaw already found him. Hc is going on'V.
{21} isn’t i, or has he aircady been? He was? Well, isn't thal
122) interesting? He can be intetrogated, and we cannot
23 nterrogate him.
24  Thank you, Mr. Chairman.
25]_Chairman Thompsen. Senator Cleland?
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1) Senator Cleland. P hairman, let me just start off

[ saying, Mr. Volcansek, we are honored to have you today. We

[3] appreciate your service to ur country, and as a fellow

] Vietnam veteran, 1 respect your service. As a fellow

's) non-lawyer, 1 respect that as well.

#  Mr.Volcansek. 1 tike you better already, Senator.

1 Senator Cleland.And [ like you, too.

™ This is going 10 be real casy. 1 just wonder-you are

[ a straight shooter. There is no question about that, and
ity you have shot straight with us, and we can ask no more, and
{117 we appreciate that so much. but did you feel that in this,
(2 what { think is the culprit of the whole investigation and
113 the culprit in our political system, this incredible
141 unceasing chase and pressure to raise moncy-did you feel
(15] that Haley Barbour was in a position being both the
16| money-raiser, the chiel money-raiser for the RNC, and also
11N head of the think tank, that is not supposed to be involved
{18 in politics and supposed to deal with issues and the like,
1'% and actually sought a 501(cX(4) exemption from the IRS-did
20 you cver feel that he was in a conflict-ol-interest
@) position, that he was under pressure (o raise money and that
@2 wearing both of those hats was somehow inconsistent with the
1231 main hat that he wore, the RNC hat?
4  Mr.Volcansek Well, Senator, you asked a couple of
RS_questions, and if you ask me did 1 feel that Haley Barbour

[1) owned bythe sons who were US. citizens. for all that was
(@ worth. but it was U.S. company and [ was a (<X4),” meaning
3 2 501 (c)X4) company.
)  That is Mr. Denning’s deposition. We are not talking

' 151 about an individual solely here. Yes, he had great
(8 influence, but we were talking about company funds. Isn't
M that true?

"8  Mr-Voicansek. Thac was my understanding, sir.

_ 9 Senatcr Bennett. That was the understanding that we

1y had Mr. Young from the peopic here.

1) Further, ] would refer those who are particularly

17} interested in Mr. Young's attitude towards the U.S.

113} Governument and his citizenship thereof 1o go back and revie

jita) Mr, Becker's comments on this point, Mr. Becker, his lawyer,

ins) who was asked about this af some length, and | will not take

l18 the time 10 go over it again, but once again, Mr. Becker's

17 testimony would make it clear that any implication that Mr.

(18] Young did what he did on the basis of owing any tax

"1y liabilities to the U.S. Government is not a correct

{20} implication.

1)  Now, let us step aside for just 2 moment and look at

‘122 the thing overall. It is clear to me, individually as 2

173 single Senator coming to this process, that the decision to

.[24] create the NPF was a mistake. That does not make it

.29 _sinister. That does not make it improper. That does not
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111 was under a lot of pressure and because he was weanng both
2 hats, 1 don’t think there was any question. [ think that
[ Haley Barbout worked as hard as anybody to separate the
W) issues of the Natonal Policy Forum from the Republican
1t Nauonal Committee, and it reminded of that on several
® occasions.
M And there is no Question in my mind that he felt
@ wemendous pressure (o raise funds, and | believe that his
™ cequest to request Mr. Young to release the collateral to
1oy Signet Bank and allow the collateral to be used, to fund
{11 that, to fund the loan, the payment of the loan, | believe
112) that he did that because he was under 30 much pressure to
(43 work in 30 many directions, but having said that, sir, do (
114 think that he had a conflict of interest? To be perfectly
115) honest, I never addressed that issue as it related to him
{8 having a conflict of interest or not, but | will agree with
(17 the Senator that | feel that Haley Barbour was as hard 2
118 working chairtnan of any party as anybody 1 had ever met, and
¥ I felt it a pleasure [0 be able to help and try to work with
[20) the process.
@Y Senator Cleland. Thank you very much, Mr. Chairman.
z2 Chairman Thompson. Senator Bennet?
@3] Senator Bennett. Thank you, Mr. Chairman.
st Mr. Volcansek, [ have been sitting here making notes,
Rs)_and | will try to collect a series of disparate items, just

'

P
| 14 even aake it stupid. except in hindsight. There are a fot
' @ of intelligent people who have made mjstakes.
i The folks at Coca-Cola put a listle extra sugar in
| (4 their formula and tried to market it as the new Coke and
i {5} ended up spending millions of dollars reintroducing cheir
| & old product back into the market because they made a pretty
! m dumb mistake.
™  The folks at Ford took a Mercury, put a new grille on
M it, called it the Edsel and tried to market it a3 2 new car
1'% and ended up in serious trouble from that mistake.
uy 1 think the NPF was clearly a mistake, but as | say,
(7 that does not make it sinister. It was a mistake
{13] demonstrated by the marketplace to me. | am a great
114 believer in market forces. A think tank was created. You
Iusx and others like you were sent out 10 raise funds for that
i118) think tank, and the market said, by its refusal to supply
1M those funds, we do not think this is 2 good idea, and
't ultimately, it failed, just like the new Coke and the Edsel.
i119 and you had to pull the plug and a lot of people got hurt
|01 financially when the plug got pulled, including you, as |
‘121 understand from your testimonies. Is that trye?
(2 Mr.Volcansek. Yes, sir.
|23 Senator Bennett.That you were promised a payment that
i24) you did not get because they just did not have the money?
'@S1__Mr.Volcansek.That is correct, sir.

Page R
1) for the sake of cleaning up my own sense of the record, if
@ not the record as a whole.
M  First, [ think it should be made very clear-there was
(41 a phrase used here that bothered me, and [ want to clear it
15t up.There is no evidence whatsoever that Mr. Young had any
# outstanding tax liabilities to the United States Government
™ at the time he met with Senator Dole. Isn't that true?
it Mz Volcansek. Yes, sir. | am not aware of any.
™ Senator Bennent. Secondly, the question of Mz. Young's
110 citizenship has been brooded about a great deal. [ wouid
141} tike to read to you from Mr. Denning’s deposition, simply to
12 put this on the record as to what Mr. Denning's
{13} uaderstanding was. This does not mean it is the right
14 understanding. but this was his understanding.
1's]  He was asked questions. on page 147, for those who are
i8] following it. "Do you have any recollection whether you
(17 learned Mr. Young was no longer a U.S. citizen from Mr.
i'8) Volcansek closcr 1o October ol "94 or closer to those first
(19) convcrsations tn May and June?”
12ty Answer: "l don't, but you have 10 understand [ dudn't
r21 pacticularly care. The loan was with the Young Brothers
2 Development (Flarida).” the point being the loan was with a
{23 company and not an individual. “The loan was with Young
12¢] Brothers Development (Florida), and it was-and the company
{25] was owned by the-as | understood it~was controtted and

\ Page

' 1) Senator Bennett. Now, il it was set up for the purpose

' @ of laundering foreign money inta the Republican National

. @ Committee, as | said yesterday to Mr. Baroody, then it was

" 4l one of the most inept circumstances [ have ever seen. If

" (5} the people at the Republican National Committee s¢t out to
(6] find a way to launder foreign money and get it into the

* [ political campaigns, then we need smarter peopile at the
& Republican National Committee. They ended up losing moncy.
® Indeed. they were the largest loser of money 1n this whole

[to1 operation, 1sn’'t that true?

111 Mr.Volcansek. Yes, sir, a3 | pointed out \n my

{1q] testimony earlier.

114 Senator Bennett. The Republican National Comuuttee

{14] lost more than Mr. Young did, didn’t they?

(s Mr Volcansek. Well, that's what [ uaderstood, sir.

18} Senator Bennell. That is my understanding from the

0 testimony we had yesterday. So you look at 1t from its

1@l impact policy-wise; you didn’t have much. You look at its

19} financial umpact; it cost the Republican Nauonal Comtmttee

201 a pot full of money. You {ook at it 1 terms of personal

121 relationships; it hurt you personally. It clearly alicnated

221 Mr Young. a lifelong supporter of the Republican Party.

1231 Agawn, as 1 said yesterday. ! wouldn'c want (o be the fund-

(28] raser who now calls Mr. Young and asks um 10 make another

(25;_contnbuton.
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M Mr Volcansek. Well, ! won't be, sir

120 Scnator Bennett. | can understand that.

(3] Whether it was 2 mistake or not. there it was, and it

14} had a debtor that was pressing it for repayment, and

51 pressing it hard for repayment of a debt. And you were

16 catled in to try to help it relieve the pressure from that

M debtor. You responded to that and helped arreange the loan

8] guarantce. .

9  Some may find it sinister that the debtor pressing for
1107 repayment of its debt was the Republican National Committee.
(1 But if the debtor had been the First Bank of the Mississippi
(12 or the East Bank of the Mississippi, or whatever, 2 bank
131 demanding payment. wouldn't the pressure on you have been
[14] just as great to meet that deadline? The NPF would have
{t5} gone out of business if the debtor had demanded that a
118 deadline be met. Wasn't thac rue?
pn Mr.Volcansck. That is unequivocally true, sir.
'8} Senator Bennett. 5o we are making a great deal out of
1291 the fact that the debtor is the Republican National
(200 Committee. Now, | think the Republican National Committee.
{211 again, made 2 mistake in waiting as long as it did to
za pressure for this money. They are in the middie of an
@ clection. Again, if 1 were 3 member of the Republican
{24 National Committee, I'd be saying, What are you doing
251_putling money into this think tank when we can use it in
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11 Mr Volcansek, you raised my name, as Senator Demerucs
2 did. and made clear your own feelings about my questioning
(3t whether you were acting in the best interest of this
14} country. Thus isn’t about your patriotism or fidelity with
5 thus country. Anyone who serves the United States we admire
{sj and we appreciate it.
m  Ivis about whether there is something to be fearned by
18] thus experience and whether or not our country was served by
@ the activities of the National Policy Forum.
1g  Elections in the United States of America are not like
i111 Coke and Pepsi, and the operations and the funding of our
'3 Federal campaigns are not analogous to the Kennedy Center.
1131 This is about whether or not the people of the United States
(14} can roake their own choices, influenced by their own
'(153 contributions, and have an intctnal debate that is free of
(167 the influence or maripulation of others.
in Itis clear the Democratic made some profound
(18] errors in the conduct of the 1 campaign. It is
hm increasingly equally clear that the Republican Party did the
‘RO same.
‘211 You were a party to the activities of the National
.22 Policy Forum. Late in the election cycie of 1994, the
'23) Republican National Committee found itself without
‘124) sufficient resources to conduct that campaign. At times. it
‘125 wvas largely without resources. Tcue to the prediciions of
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15 elections? And then I am told, well, they will pay it back.

@ When? | want it paid back now,

n  Is there anything illegal about that kind of action

! from your point of view?

5\ Mr Volcansek No, sir. | understood it.

# Scnator Bennett. [ understand it, too. I have been on

M both sides of that. | have been in the circumstance where

™ the collateral that | put up has been called, and it is not

™ a (ricndly, wonderful experience.
110y 1 have also been in the circumstance where [ was owed
[11) money and | needed it for other purposes, and | put as much
1171 pressure as | possibly could on people who owed me the
[13] monpey. 1 have even settled at 50 cents on the dollar just
114] to get the ready cash,
115t So, Mr. Chairman. | don't see anything sinister about
118 this at all. Do | see something that | consider 2 mistake?
1171 Absolutely. Absolutely. The Republican National Committee,
(1a) Haley Barbour, made a mistake, just like Coke and Ford when
119 they thought they could create something that would have
120 ready support in the marketplace. And you as one of the
1211 marketers found out that that support wasn't there. And
221 when it was finally clear the support wasn't there, the plug
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{1 Mr. Barbour, money was urgently needed. The Joans exiended
2 by Mr. Young to the National Policy Forum allowed the

' 13 Republican National Committee to be repaid, and that money

' a3 was quickly, almost immediately distributed throughout the

" 8 United States.

19 If you resent the line of this questioning, let me

M suggest to you some people who really resent what happened.
@  Could] have Slide No. 302, please?

. @ In nearly 20 States. $1.% million was distributed that

({191 led to the defeat in part of 26 different individuals who

|[t1] were citizens of the United States who sought to serve or

Nz continue to seive in the House of representatives. Some of

{13 these races were lost by 2,000, 3.000, and 5,000 votes.

|14} They were exceedingly close.

ihs) 1 share Senator Domenici's outrage that some people

1he} refuse to testify befare this Committee. | share his

I(tn outrage, but not his relevance to this line of questioning.

1141 1 share the fact that you don't like to have your

i1y participation questioned. 1 wouldn't either. But the fact

‘f20p remains the influence on the elections of the United States

{2y are clear. Our national debate was changed.

{22 You may today say you have no regrets. ! don‘t know

@3 was pullcd. 23 you, but ] doubt that position will hold as the months
24  Now, on¢ [inal pownt. The suggestion has been made ‘124} unfold. For neither political party was this a proud
125 that we should be angry if forcign money got into something '@2s)_chapter.
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that we fecl important and feel strongly about. 1 am
tempted to use the Kennedy Center where on the wall there is
a demonstration of 2 lot of foreign corporations. But let's
stay with think tanks.
1t is my understanding that foreign corporations have

contributed to the Center for International Studies. Would
you find any problem with that?

i Mr. Volcansek. No, sir.

™ Scnator Bennett. Neither do . [ don't know if any
1o foreign corporations have contributed to the Brookings
111 Institute or the Aspen [nstitule or other groups with which
& 1 have affiliations, but | would not be in the least
113 Jisturbed if | found out that was the case, because none of
i*a] those organizations has ever bought a political ad. done a
18] get-out-the-vote campaign, endorscd a candidate, and naither
116} has NPE Is that true?
N Mr.Volcansck. Yo, sir, that's my understanding.
('8} Senator Bennett. Thank you, Mr. Chawrman, for allowing
{9 e the opporiumiy 1o clean up some of these miscellaneous
{201 items.
@1 Chasrman Thompson. Thank you, Scnator Bennett. And |
22 for one am glad | dJon't owe you any money.
21 [Laughter )
241 Senator Tornicclli. Mr. Chawrman, of Senator Glenn
23] would afford me a minuie of time?

Page 102

I read once an analysis that remained with me that it
' @ was said once of the Bourbon kings they never forgot and
' 131 they never learnied. It is our intention by this Comumuttec

1) that all of us who participate in this political process
- 151 learn something by this experience. No, Mr. Voicansck. the
* 8} Nalional Policy Forum was not a proud chapter. It was a
_ (M ristake. £t wasn't like Ford and Pepsi or the Kenncdy

8 Center. It was foreign influence in the clectoral process

@t of the Lnited States, and this Committec is about the
trop busincss of making sure it never happens agan.
trn  Thank vou. Mr. Chairman.
1121 Senator Bennctt. Mr. Chairman, may | make onc quick
(+3} comment?
1ty  Chairman Thempson. Yes. Senator.
115 Senator Bennett. | see the chart, and | shall nos
(18] attempt to suggest that [ have any expertise beyond the
(+7 State of Utah. But | see one of the red number plus-ongs in
1181 the Stacc of Utah. | participated in that campaign. | know
19 the circumstances of that campaign. And | am willing o
t20) stupuiate that whatever Mr. Volcansek did or didn't do with
1211 respect (o Mr. Young could not have saved the Democrauc
1221 scat in Ctah in that campaign.
23 Thank you. )
1241 Chairman Thompson. { noticcd atso a pick-up of a
|2s]_couple of Tcnnessee scats there, and by pretty substantial

L
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(1} margins, if | remember correctly. Those gentlemen will be
@ surptised to learn, too, that it wasn'c the people of
@ Tennessee really who chose them. that it was due to the
@ efforts of Mr. Ambrous Young in Hong Kong. But-
91 Senator Torricelli. Mr. Chairman, if you would yield
@ on that point, they might be surprised by it, but [ doubt
M they would be proud that Mr. Young's money allowed
1 contributions of $10,000 and $20,000 ot more in cach of
= those States to eventually be spent in their local
[s6] campaighs.
(11 Chairman Thompson. I think-
1121 Senator Torricelli. The fact that they would be
113 surprised is exacdy the point. [ don't think the people of
14) Tennessee or Utah wanted Mr. Young involved in their local
(18] etections. And whether or not it would have been decisive,
118] we will never know. The point is it wasn't right.
1 Chairman Thompson., I-
118y Senator Bennett. | don't believe Mr. Young was
1'9) involved in their campaigns.
pe)  Chairman Thompson. Well, we are engaged in a lot of
Y speculation about what was done with that money.That is 2
122 very valid question. So far we haven't had anybody who has
{2y any direct personal knowledge of where those funds went.
24} Presumably. Mr. Barbour will be able to address that, and 1
[2%) am personally interested in that. If, in fact, those monies
Page 104
(1] were funneied through the party and out to the States in
1 these campaigns, that is very disturbing. We need 1o know
% that.
o  Buf we can talk here, you know, an hour past lunchtime
151 about it, or we can get on about finding a witness who maybe
% knows something about if. ! would suggest that we do that.
M  Mr. Baron?
) Mr. Baron. Very briefly, Mr. Volcansek. Amidst all
® this, can we agree that at feast two facts emerged from your
(10} testimony, among others: first, that the money that
111 supported the loan guarantee through the purchasing of CDy
1121 as collateral originated in Hong Kong; and, second, that
{131 this was knowledge that was shared prior to October 13,
el 1994, which was the date of the loan-you were aware of it,
{151 Mr. Denning was aware of it, Mr. Ficrce was aware of it, and
'8 Mr. Barbour was aware of it?
(tn  Am 1 accurate that at least those two things emerged
(0 from your {estimony?
st Mr. Volcansek. Well, Mr. Baron, I'm going to take this
tze; opporrunily (¢ also address an issue that Senatos Torricelli
[21] made.Thank you.
22t First of all, | would like 1o say that, Mr. Chairman, 1
@3 do not question nor resent being questioned about my
124 activity in this process. It's 2 healthy process and it's
1251 what needs to be done, and [ commend you, Mr. Chairman, and
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1) the Committee for doing so. [ resented, as [ tey to state
12 to Mr.-Senator Torricelli that what | resented was an
@ impugning of my reputation and my character. That, sir, is
4] what [ resented.
8 Now Mr-
% Chairman Thompson. Well-
M Mr. Voicansek. Yes, sir?
9 Chairman Thompson. | think I would be the last person
™ Senator Torricelli would want to speak for him, but | don't-
(101 -f chink it is safe to say that § don't think he imtended to
(111 do that.
pa Mr Volcansek. Well, sir. that was my perception, and
113 that was why | made the comment that { did.
(41 Chairman Thompson. If | am not correct. then he can
15} correct me later.
(181 Mr Volcansek. Well, fing, sir.
{171 Mr. Baron, | would like o state that | remember
(18} teling Messrs. Barbour, Denning, and Fierce about the fact
18] that these funds that were to be utibzed (o secure the loan
1200 a1 Signet Bank were originated in Hong Kong as a loan 10
12 Young Brothers Development (USA). | remember telling them
172 that. Agawn, sif, as you wish to make sure that the facts
i3 are clear. | want to make surc that the facts are clear. and
:24) that is, that because 1t was considered an arelevant issue,
25]_because of the fact that thuy was a 501{c)X4) corporauon,

-]
(1 because of the fact that the source of funds was considered
@ 10 be legaliv iggelevans, cherefore. sir, it does not

) surprise v hat we could-we or they ignored that issue. [
. (4] mean.nc’ =ssarify ignored but didn't focus on ¥.

5]  Mr.Bar understand. Thank you.
'@ Mr.Volcar-. Okay.

+ m Chairman 1 .»mpson. Senator Glenn?

8 Senator Glenn. Mr. Chairman, | know we have gone over

@ and we have gone far afield on some of these things this
:10) morning, but | think Mr. Baron's final question here was
\(11] very appropriate, because whether at the time Mr. Volcansel
112 was involved very direcdy with 2 $01(cX4) or what he
11131 believed to be a pure 501(cX(4) institution, later on the
|1+4] money from that was transferred for purposes after he
1115 probably was not involved with it there which violated it,
i1re and I think Mr. Baron's point in making sure that we did
L7 realize the money came from Hong Kong and that Mr. Barbo
:1v8) did know about its source. But Whatever happened later on,
(1191 when a $01(c)X4)~ think we will be able to show-we have
'120) already shown went awry from its original purposes, in fact
(1 to the point wheee the 5G1(cX4) categorization was never
i122) granted.
iza1 ! think that is the point that we have-that is what
'124) cornes out of this morning's hearing. [ thank you.
ir25| Chairman Thompson. All right. Senator Glenn, what do

‘ 7
{1 you think. 2:30?

"@  Senator Glenn. Well, we have a vote.

' m Chairman Thompson. We have 2 vote at 2 o'clock.

| 4) Senator Glenn. We have at least one vote at 2 o'clock,

;13 1guess.

i @ Chairman Thompson. So fet’s recess untit 2:30,

: m [Whereupon, at 1:24 p.m., the Committee recessed, to

| reconvene at 2:30 p.m., this same day. |

U] AFTERNOON SESSION
@ (241pm]
1) Chairman Thompson. The Committee will come to order,
4 please.

. & Our next witness is Mr. Haley Barbour. Mr. Barbour,

" 181 would you stand and raise your right hand, please? Do you
: [ solemnly swear that the testimony you are zbout to give wil
' 8 be the truth, the whoie truth, 2nd aothing but the truth, so
" 197 help you, God?

1o Mr. Barbour. 1 do.
111y Chairman Thompson, | will defer my time, Senator
it121 Glenn, if you have Questions.
ipy_ 1 am sorry. Mr. Batbour, do you have a statement?

¥

i
f i TESTIMONY OF HALEY R. BARBOUR, FORMER CHAIRV
] @ NATIONAL POLICY FORUM. FORMER CHAIRMAN, REPUBL
; 9 NATIONAL COMMITTEE. ACCOMPANIED BY TERRENCE
| @ O’DONNELL. £SQ., DENNIS M. BLACK. ESQ., PAUL C.
" 5 RAUSER, ESQ., WILLIAMS & CONNOLLY. WASHINGTON,
', DC

M Mr. Barbour. Senator, I'd like to make some remarks,

8 if { may.

®  Chairman Thompson. All right, sir.
{10) Mr. Barbour. First, | would like to thank the
[t1] Senators. and thank you all, including the minority, for
112 allowing me the opportunity to tell you and the voters the
(131 facts about the Republican National Commitiee and the
(+4; Natonal Policy Forum. to dispel, to refute the inaccuraic.
(151 incomplete, misleading. misinterpreted. and outright false
(t6] claims about these two outstanding organizations, and
(17 franidy, to put the lie to some infuriaungly phoney charge
{18) which are aimed at me personally.
119y To be candid, and since | am under oath to tell you the
1z0) truth, I have to tell you [ don't appreciate the way some
{21} people have decided thewr uiterests are served by aticmpt
w22 1o run down the Republicans and trying to smear me. |
1231 understand pohucs a little bit. and | recogmize the
124 everybody-does defense when | see .
25)___What { don’t understand is some people’s willingness :
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1 attack others. even if they have to ignore and embellish the
2 facts to dao it, and [ resent that.
@ In fact, Senator Glenn, | find myself in agreement wath
t4] something you once said in a similar situation. In 1989,
151 when you were being attacked in an ethics scandal, your
#l anger showed through. On David Brinkley's show one Sunday,
M Senator Glenn, you said, and [ quote. "Honesty and integrity
8 arc my life, and any implication that I've done something
9 wrong in this case is just flat wrong, and [ resent it with
po; every fiber in my being.” Senator Glenn, I understand very
1111 well the resentment that boiled up in you during that
{121 inquiry, but | am going to do my best to keep my own outrage
13 under control, both out of deference to the Senate, but also
14 because my interest is served by getting out the truth and
115} the public knowing the facts and putting all the cards on
116 the table face up.
nn o fact, Senator Glenn, 1 note in an editorial written
110 during the Keating Five affair by the Cleveland
119) Plain-Dealer, [ guess the biggest paper in your State, the
(20 editorial said. “There is a risk that before a painstaking
(21 investigation, innuendo will outweigh evidence: that through
122 the mere repetition of unproven charges, Glenn will be tried
1231 and convicted by public opinion. Trial by headline is an
124) unfair way to judge this case.” Amen to that.
281 The Plain-Dealer went on to say. Senator Glenn, that

‘ .
1) where each was held, and a list of the forums, | believe,
i2) has been provided to you at your seats.
131 [ want to emphasize that every forum was open to the
{8 public. In fact, NPF ran ads in local papers and sometimes
151 on radie to urge the pubiic to attend. About 10.000 people
16} attended these forums, which were held in more than 30
(M States.
1  Inaddition to the public, the news media attended
) these forums, and from all accounts and from my own
{10 experience. reporters were surprised the forums focused on
" policy and not campaigns. NPF has provided thus Committee
‘1121 with dozens of hours of video and audio tpes of the forums.
[+3] as well as with transcripts. [ don't know how many of you
.14} have had an opportunity to review thosc tapes, but if you
‘(18] have, you know the National Poli¢y Forum had a policy of no
& electioneering and that it was cffectively enforced at these
' policy forums.
18 A feature of the forum process was a listening pancl,
{19! whete the cochairs, elected officials or whoever was
(20 representing NPF listened not only to the witnesses, but
211 also to the public. A major part of every forum was
221 dedicated to comment and discussion by the audience, by the
23 public.
't2¢]  This series of 60-something public forums formed the
i12s}_basis for NPF's firsc book, “Listening to America.” which
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(1 you had been forthcoming about the facts and told your story
121 in great detail. Well, that is my intention today, to set
3 the record straight about the National Policy Forum and to
() do as you did, to try 10 get out the facts in detail.
59 The first and most important fact 1s that everything
1% the National Policy Forum did was legal and proper,
7 everything, and everything about the Republican National
¢ Committee’s rclationship with the National Policy Forum was
w legal and proper.
(10)  Senators, you are now investigating illegal activities
{11} th connection with the 1996 Federal election campaigns. |
1121 don’t know of any illegal activitics by either NPF or the
113) RNC connected with the 1996 Federal election campaigns,
14} Indeed, as you will see, the National Policy Forum engaged
{151 in no aclivities at all connected with the 1996 Federal
18} clections, or any other clections for that matier.
tin  Itis clear to me that some of the-it is clear to me
t# from some of the things said by members of this Committee
(19 that some of you don't know much of anything about the
{201 National Policy Forum, about what it did and didn’t do,
21) about what it could and couldn't do,
222 The National Policy Forum was the most participatory
123 public policy institution cver. It succecded in allowing
f24; literally tens of thousands of community, business and local
28 _political leaders, and just average citizens to have their
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- (1] was published in the summer of 1994. [ don’t have one in my
. (21 hands, but | believe we have provided (o you a copy of it
i 1 both in its full-length version and in its summary form.
! Wl “Listching to America® was published in 1994. "Listening to
' 51 America” reflected what our pelicy councils heard from the
! (& public,and ! was especially picased that hundreds of policy
| M council members actively participated in the drafting and
{ (8 the refining of this book.
! M 1should add, about 1,500 people served on these 14
‘no; policy councis. They ase listed, and you will find a list
11 of them in the back, in NPF's second book. Most of these
‘1121 people were not elecled officials. Most were not from
1113) Washington. Again, this was a big difference with the DLC
\(+4) approach, and this difference stemmed from the Forum’s goal
lrst of having a grassroots, participatory process,
‘" As | said, the follow-on 1o "Listening to America” was
[tn a second book, "Agenda for America,” which was pubiished in
e 1996,
(%t Where the first book reflected what NPF heard from the
't201 peopie, “Agenda” contained the recommendations of the policy
‘R councils co implement the policies “Listening 10 America”
‘(22 reflected. Again, there was a tremendous amount of
'3l participation by hundreds of policy council members in the
'24 drafting stage, which was completed in fate 1995.1
1[25]_believe. again, the Committee has been provided a copy of
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1] voices heard on the issues facing Government. People want a
@ voice.They don’t expect everybody to agree with them alt
13 the time or for the policy o always be what they want it to
4 be.but people want somebody to listen to them. NPF made
15} listening 10 America and to these Americans the first and.
{5} in my opinion and in the opinion of Mike Baroody as first
(M president, its most important function.
#  The National Policy Forum was modeled after the
@ Demoacrat Leadership Council, a nonprofit corporation,
{t0] separate from the party organization, which focused on
1] policy and issues, not campaigns and elections. A key
1121 diiference with the DLC, however, was that NPF sought out
{31 prassroots participation and got it. Elected officials took
4] part in NPF but they were in the minority by far.
cost To accomplish this bottom-up participation, 14 policy
16 councils were created as the operaung arms of the National
17 Policy Forum. Each was assigned an area of policy. and cach
et had as is cochairs two outstanding leaders, who are shown
1's on this chart.As you can sce, the policy council co-chairs
i20) are an outstanding group, including former and currem U S
12+) Senators, as weti as governors, House members, and scholars.
221 In 1993 and 1994, NPF held more than 60 public forums.
{23 ¢ach under the auspices of one or more of the policy
124] <ouncils and cach concerned with one cluster of issues.
(25)_Tlus map that will be put up 1n a moment-thss map depicts
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- 11 "Agenda of America” today, but | want to make onc pownt.A -
! @ copy of this book was sent to cvery member of Congress,
i (3 regardless of party, when it was published last ycar.
i  Now,in addition to the forums and the two books, NPF

- 151 conducted a number of issuc conferences in 1995 and 1996.

- (6] Nearly all the forums of the previous two years had been

M held away from D.C., but the conferences and other events 1

" @ 199% and 1996 were mosdy here in Washington.
'@  Now,many of these conferences drew large crowds. lt

{10] was common to have $- or 600 peoplc in attendance. Often
‘(11 many out-of-town policy council members came to Washington
'3 1o attend. These were serious events. | recall once that

13 12 or 15 ambassadots to the United States {rom forcign

{14 countries attendcd one of the conferences on trade or

1151 foreign affairs. The quality of the presentations was thal

116} high.

i l;Con'nbmim; the forums and the confercnces, there were

118) more than 80 public events, ali open to the public, and !

119 estimate about 20,008 people attended those morc-than-80

120) cvents.

{21} The National Policy Forum published a guaricerly journal

(221 cailed Commonscnsc.As with “Listening to America” and

{23 "Agenda for America,” the Commuittee has been provided copes
{241 of all the editions of Commonscnse.

@% _ 1 have for you, and | think you have all been given-we
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1 have put up a chart of a list of just some of the well-known
{21 authors of articles and speeches that were run in
3 C..mmonsense. It is not only a very impressive list of which
i < Forurm is justly proud, but if you look at it, you will
{5} e that not even all of the authors were Republicans.
@  Now, as you can sc¢ from all the National Policy Forum
m achueved, the New York Times was way off base when it
o described it as a sham. [t was anything but a shell
m ofgatuzation, which is the way Senator Glenn described it
(10) two weeks ago. The National Policy Forum spent about §8
i+ mullion to conduct its forums and conferences and (o create
"2 and distribute its publications, and | am very proud of what
(131 NPF gccomplished, as ) am sure the vast majority of the more
(14] than 1,500 policy council members are.
i1st  The National Poticy Council is and was and is a
1@ scparate organization from any other organization. Like the
(171 Democtat Leadership Council, which Senator Licberman chairs,
pat and Democratic National Committee Chairman Romer serves as
119 vice chairman, NPF is a nonprofit corporation. Like the
w0 DLC, it is not covered by the Federal Election Campaign Act
{1 or subject to the jurisdiction of the Federal Elcction
fza Commission, the FEC, and just as the DLC is separate from
% the DNC, the NPF is separate from the RNC.
=4  NPF has ils own separate board of directors, composed
125)_of distinguished Americans, some of whom you know personally

i1} allowed Wy orgamzations not covered by the Federal Election
12 Campaign Act, but the National Policy Forum fad a policy of
{3 refraning from all of them.
W  Like the DLC, the Brookings Institution, the Heritage
15} Foundation, and many, mai:: other organizations, NPF is not
. 18 subject to the Federal Election Campaign Act, and NPF could
M legally accept contributions from non-U.S. sources. The
) Forum received one foreign contribution. 1t was a $25.000
9 contribution in 1996 rom the Pacific Cultural Foundaton,
'{10) which is a Taiwan organization which, Senator Durbin, has
‘{11 done such things as sponsor the appearance of the Classicai
21 Symphony Orchestra of Chicago on Taiwan. The contribution
i3 made up about one-half of 1 percent of total NPF revenue.
(14} To reiterate, it is perfectly legal for NPF o accept this
18] or any other contribution, just as the DLC can.
‘18]  Some people, some of you, in fact, have said NPF was a
|t funnel for the RNC, was a device to circumvent campaign
‘(9] finance law, and was used to launder iliegal foreign moncy.
‘'9] Those claims are wrong. They are not true. Whether made
it20) out of lack of knowledge, receipt of inaccurate information,
.2 lack of understanding of the facts or just pure malice,
‘(2 those allegations are false.
@3  The fact is, NPF was not a funnel to the RNC. Instead,
{24) it was a siphon.As Senator Bennett has said, NPF still
{25] awes the RNC nearly $2.5 million it borrowed and has not
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11 from their service (0 our country. The National Policy
2 Forum had its own separatc management, had its own separate
™ saaff, had its own separate offices, had its own separate
14) bank accounts, had filed its own te tax returns, had
19 its own separate books which were audited independendy by 2
# Big Six accounting firm, and we have given the Commitiee
M copies of the annual audits of the books.
m  Senator Glenn has said the NPF was an arm or subsidiary
™ of the RNC.That is not correct. Indeed, | had originally
110y considered establishing the policy institute as a part of
111 the RNC. Over time and before it was founded, however, 1
(121 came to the conclusion that the policy institute should be
(131 separate from the RNC for a variety of reasons, and if later
{14 you want to discuss any of these reasons, | will be glad to
(+5} discuss them with you in detail, but | should say now, none
16 of these reasons had anything to do with foreign
1w fund-raising, which was irrelevant 10 why NPF was
19 established and maintained as 3 separate organization.
19 | menticned a moment ago, bath NPF and the DLC, the
120) Democratic Leadership Council, are not subject to FEC
@1 jurisdiction. | know most of you have not been involved in
22) one of these nonprofits, as Scnator Licberman and | have.
(23 So | think | should give you a little more background than
2¢} he maybe needs.
@5 Nonprofit and other organizations, like the DLC and
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. t1) been able to pay back.

121 You should understand NPF cannot and ncver could

13 contribute or iend money to the RNC, as one of you said it

141 did on television. It could not do either of those things.

(st The RNC could not profit from its dealings with NPF and it
. 8] never did.
i NPF was always, from its inception, until today, 2
" (8} debtor to the RNC. There wasn't a time since NPF came into
| m being it didn’t owe the RNC money, and again, the RNC never
jhe) was and never couid be the recipient of NPF donations or a
it11] debtor 1o NPF, only a creditor. it could never profit-the
i1z RNC could never profit with any-from any transaction with
]m; the NPF, except to ceceive interest on what it had loaned.
j114r  All NPF couid do and did do was repay lcans or, more
i(1s1 accurately, some of the foans made to it by the RNC.As (
ve] said eartier, NPF failed to repay nearly $2.5 million the
(11 RNC loaned it over the four ycars.
) When you understand the facts, you sce how baseless,
('91 how goofy the idea is that NPF was a funnel. To lend money
{20] to the Nationai Policy Forurm, the RNC first had to raise the
2} money.All RNC fund-raising, for whatever purpose, Federal
22 or non-Federal, was in accord with the FEC rules; that is,
23 legal U.S. contributions that are reported oa a monthly
.{24) basis by the RNC 10 the Federal Election Commission. Only
{z5) after the RNC had raised and reported these contributions
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11 NPF are not covered by the FEC unless they advocate the
tn clection or defeat of a candidate for Federal office. That
3 is what triggers FEC jurisdiction under the Federal Elecuon
(41 Campaign Act, the FECA, which is the name of the Federal
(51 campaign finance law.
®  The tax status of 2 nonprofit corporaton, whether it
1 is 3 501{(cX3), {c)X(4), or whatever. has nothing to do with
(4 whether or not that organization is covered by the Federal
o Election Campaign Act. The test is whether the ofganization
o) acfirvocates the election or defeat of a candidate for Federal
1t office.
13 Why was NPF not covered by the Federal Election
113 Campaign Act? Because of the facts. The National Policy
11¢) Forum did not advocate the elecuon or defeat of any
st candidate for any office, Federal or otherwase. It did not
;8 make contributions 10 any political party, campaign, or PAC.
1 The Nauonal Policy Forum didn’t have or support a PAC. It
e did not run any political advertining. It did not make any
pe) independent expenditures on behalfl of any candidace,
{20} campaign. or party. It did not run any issue advocacy
{21] advertising. It did not conduct or support any voler
(22 TeRistration or get-cul-the-vote acuvities. In fact.as 1
231 sad earlier, the National Policy Forum did not conduct any
[24] activities connected to the 1996 Federal cicctions.
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. 1 could it then lend money to NPF or anybody cise.
. @  When the RNC loaned money (0 NPE the loans were
- [ contemporaneously reported to the Federal Elecuon
- 1) Commission inthe RNC's monthly FEC reports,and the RNC had
i 1o lend money to NPF before NPF couid repay anything to the
8] RNC, and NPF could never pay back more than it borrowed.
m The RNC couldn’t make a profit. | mean, unfess you count
18] incerest.
%  You know, Senators, [ was born at night. but if wasn't
(11 fast rught, and there is absolutely no way anybody, [ or
1} anybody else in their right mind would set up such a system
117 to launder or funnel in moncy. It is stupid. You have 1o
(13 caise all the money legally, first. Then you have to lend
{1e} 1t to somebody eise, who may or may not pay you back. and
{15} the very best |you can do is get your money back: that is,
s, the amount of the legal contributions you had to start with.
{177 Those are the facts.
e Now,if you describe that as a funnel, you have to
1181 mean. iy fact. it was funnelling money away from the RNC 1
;201 the National Policy Forum, and the fact is the Nationat
21 Policy Forvm-the fact is. if the National Policy Forum
22 hadn't exasted, the RNC would have had an additionat 2.5
23, mullion to spend.
24)  Now,lassume the origin of the funnel charge is ncws
12s;_media coverage of the loan NPF received from Signet Bank,

2s;  Some aof the activities | mentioned, by the way, are
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{1 which was guaranteed by Young Brothers Development (L'SA).
@1 Thus loan and loan guarantee 1o the Natonal Policy Forum
(n were legal and proper. Attorneys for different partics, as
is) you have heard, inciuding Benton Becker. who has been a
157 witness here today, attorneys lor the different parties
i) rcvicwed the ransactions thoroughly, certified its
M Yegality. and 1 don’t thunk there 13 any issue of that.
®  NPF used part of the loan proceeds to pay the RNC back
o part of what the RNC had previously loaned NPE There is no
tto] question this was z legitimate debt. The debt to the RNC
1111 had been reported to the Federal Election Commission by the
11 RNC 35 the loans had been made over the preceding year and a
tr3t hall. The RNC had a right to get back part of its money.
{14 1t was perfectly legal for it to do 30.
us)  Furthermore, it was NPF, not the RNC, that needed this
(18] repayment to take place. Let me reiterate that. NPF needed
{17 this repayment to take place, not the RNC. The NPF board,
18 as you have seen from the board minutes which the Nauonal
{v9y Policy Forum provided the Committee, had limited the Forum's
o authority to borrow money in June of 1994 and expressed
{21 concern about the NPF's mounting debt. Restructuring to
1221 assure future availability of credit was an NPF goal from
{23 the spring of 1994 until it was accomplished.
2l And as you will sce in a moment, the RNC did not need
125]_the NPF to repay, though { want to hasten to 2dd and

2 . Page 125

{1y legality of these transacuons, to the best of my

@ recollection, [ only found out thus year that YBD (USA) had

3 used funds borrowed from Hong Kong to collateralize the

14 Signet Bank loan. Again, that made no difference to the

15! legality of any of the transaction, but as best ! recall, !

(81 learned about it this year.

m  Finally, as to the Signet Bank loan and the NPF partial

{8 repayment, two hugely imporiant facts are overlooked by

@ those who want to say foreign money was infused in the 1994
;110 clections in which Republicans won control of Congress.
i[11] Three things, really, because the first onc is that
i statement is not true. There are (wo more facts that
(19 document why it is not trye.
‘1) First, every cent loaned to the National Policy Forum
‘1181 by the Republican National Committee and every cent repaid
'11¢] back to the Republican National Committee by the Nationaj
'1n Policy Forum was in aon-Federal money; that is, funds that
1'8) cannot be used in Federal elections. All these transactions
1191 involved funds not eligibic for use 1n and funds not used in
20 Federal elections,
't The RNC gave over 55 million to Republican House
221 candidates in 1994. None of it, not 2 red cent, came from
‘(237 the money the RNC got back from the National Policy Forum.
1241 Not a pen could have, as none of the money used in
‘[@5]_congressional campaigns could legally come from the account
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11} emphasize the RNC certainly wanted its money back.
1 Two weeis ago in these hearings, it was said repaywnent,
[ this repayment, allowed the RNC to finance the Contract with
4] Ametica campaign in 1994.A news magazine said the
18) repayment allowed the RNC to pay for its late advertising
1# blitz to win control of Congress. Those statements are both
M wrong. It was said yesterday that foreign moncy went to
1 congressional candidates. That statement is also wrong.
®  [nthe spring of {994, as NPF got decper in debt, Dan
o Denning, the Forum's chief operating officer, knowing the
{11] organization necded to restructure ity debt, asked 2 friend
1121 of his, Fred Yolcansek, to try to find someone to help.
1y Alfter a period of time and after discussing and
ha) reviewing scveral oplions, as § understand it, Dan, aleng
{15) with Fred and Don Fierce, my counsclor at the RNC, suggested
{18} Lo me the best aption that they had come up with would be
17 Young Brothers Development (USA).
s  First, Fred believed they, Young Brothers, were willing
119) to consider lending the Forum $3.5 million. Second, we
(201 thought YBD (USA) might lorgive all or part of the foan
21 later.
7 And finally, and this was a big plus, 1 was told Young
23 Brothers Development {USA) was and had been a donor to the
129 Republican National Commuttee for years. It was a Florida
@5)_corporation. even though the Young Brothers lived in Hong
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11 10 whuch this repayment was made.

@ Senator Glenn was misinformed when he said this money

' ) went to congressional candidates. These ron-Federal monies,
1s; funds, could not be and were not spent for Federal election

- (5] purposes.

' 48t  The same is true for the RNC's contract-for the RNC's

* m TV Guide ad and event in support of Contract with America
® and for the RNGC's 1994 end-of-campaign television ad blitz.

" @ All of these activitics were paid for exclusively with

i1 funds from the RNC's Foderal account. None of this money

lfr came from the RNSEC, "RNSEC™ as somebody said today, which

l2) is the RNC's non-Federal account. That non-Federal account

{t13 is the one to which NPF made its partial repayment on

i14) October 20, 1994, but no money out of that account was used

15 for any of those things.

i6)  Additionally, and just as conclusively, the RNC did not

''7} need any money from the NPF to do what it did in the 1994

{8 campaigns,

1'®  Scnator Glenn said in his opening statement two weeks

'R0 ago, the Republican party was desperate and cash-strapped at

‘21 this time. Senator Torricelli repeated that today, it was

'z neither. If NPF had repaid nothing, not a dime, the RNC had

‘23 resources available to pay for everything it did, every

4 activity of every kind, with an additional $3 mullicn more

‘(24 to spare.

Page 124
{11 Kong. and uts officers were a former RNC chairman and a
@ former counse! to President Ford.
m  While NPF could legally accept contributions from
) foreign sources, to me, the better politics was for the ioan
1$} 10 come from so who could give to a political
{6) committce covered by the Federal Election Campaign Act, ang
m ate that time, | believed, as | think everybody clse did,
 including the Young Brothers people, including their
o atiorney. at that time. 1 believe YBD (USA) could legally
1o contribute o U.S. political parties on a non-Federal basis
1 and had been doing 30. 50 1 told Dan and Fred to go ahcad.
12 Evenmally. some months later, in October 1994, Signct
13 Bank made a $2.1-million loan to NPF, which was guaranteed
41 by the Flonda corporation. At that time. | still thought
1ts; Young Weothers (USA) could legally give to the RNC,
s} Although it was irrcicvant from a lcgal perspective. |
11 convidered it a political pius. [ considered it
*8] “lagniappe.” as our necighbors in Louisiana say. a little
(*9] somcthung CXtra.
za;  Though it was legal. | hadn’t intended for this to be a
(2t; forcign loan guarantee. My inteation and my understanding
122 when | signed off an the Young Brothers Development (LUSA)
231 loan guarantee or project, months before, had been just the
(241 opposite, but for political. not {or legal reasons.
[25)____Although the source of funds makes no difference to the

Page 127
I {11 Llet roe repeat that, The RNC had the funds available to
| @ pay for all that was done in the 1994 campaigns, with §3
! m million or more to spare, even if it had not gotten back any
' of the money it loaned the National Policy Forum.
"5 1 wantto call your attention to 2 chart that maybe
) they can show on the screen. The green bars represent the
" m amount of non-Federal funds available to the RNC beginaung
w October 20th. The graphs shows the non-Federal funds
® available to the RNSEC, "RNSEC,” the Republican Nationat
g State Election Comnuttee, which as 1 said earlier 15 the
' name the RNC calls our non-Federal component.
18 If you look at that chart, you will see, on Oclober 20,
1131 1994, the day NPF made the partial repayment of $1 6
14 mullion. an additonal §3.4 mullion was available. and the
11y figure of the funds available increascd, went up cvery day
18} altee October 20th, as yYou can sce. right to the Elcction
1177 Day The RNC wasn't desperaic or cash-strapped. It had
{18} resources to sparc without any NPF repayment.
{!si  NPF needed to pay back the loan. The RNC never needed
120 any of the loan repayments to do what it did in the 1994
211 clections. For this reason. Senalors, it is cotrtect Lo say
1221 the RNC did not usc the NPF loan repaymenis to play its role
123 in helping Republicans wun a majorny in Congress tha [all,
{24} and anyonc who claims otherwise is ignoring the facts.
2si_ 1 hope [ haven 't taken (0o much tune, but I want youto
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11 have accurate information. Senator Glenn's example of e (1} overseasilt Page 1
(2 getting the facts out in detail, as cited in the Cleveland @ Mr. Russert: "Period.”
) Plain-Dealer is the right example. @ W Barbour: -p:"-od' .
4  Inclosing, everything the National Policy Forum did 0 ' - stape concl ‘;d '
151 was legal and proper. Everything about the relationship of “ N pe dnc uded | . .
% the National Policy Forum with the Republican National V. ron.And am [ correct, sif, that was you. fight?
m Committee and the Republican National Committee with the ® M: -.rbour. Well, I was the one who wasn't Tim
(& National Policy Forum was legal and proper. 7 Ruxert.
®  This is and should be a bipartisan investigation. ®  Mr. Baron, Olay. We can agree on that.
110y However, it is not a bipartisan scandal. [ can't tell you ® And am [ correct, sir, in fuly of this year on the 13th
(1] what the Democrats did or didn’t do, but [ can tell you the .19) of July-and again, you may not recall the specific
('a1 Republicans did not purposely, knowingly, or intentionally i[11) date-Mr. Russert stated on his show that-and I'm going to
{13} violate any law.The RNC has a rigorous campaign finance it quote from a transcript-"Haley Barbour called me on Friday
14} compliance program, and it was strictly adhered to. The ![l:n and apologized, said that he had misled me, that, in fact,
15} program is to prevent illegal activities as well as illegal Ipa; money had come from overseas from the Pacific Cultural
1t8] contributions, and the RNC stuck to it. jusl Foundation.” In fact, had you called Mr. Russert?
1'n The RNC had more than 7 million contributions while 1 ‘06 Mr. Barbour. [ cal.lcd As you know, the Comumitice
(&) was chairman. Those contributions totaled $330 million. l\pn subpoenaed the mcofds of the Nauo'naj Policy Forum.The
(19 The average contribution was just $45. | a1 National Policy Forum had ccased operations in December, and
@ Now,out of 7 million contributions, did the RNC ever | e resvieved from
) . !i1a those records had been stored. They were retrieved from

121] miss something. Well, of cocurse. [ mean, everybody is . :

22 human, but let me emphasize, Senator, the RNC never let its @1 storage, 2 custodian hired so that they could be properly

@3 guard down.The RNC never turned a blind eye to any @1} processed, and in the process,  learned that. in fact.in

4] activity that wasn’t allowed. Our defenses stayed in piace, -(221 August of 1996, while [ was in California for the Republican

as they should have. People who say everybody does ‘123 National Convention, a contribution had been received from
@sLas ey | ve. People 2 it are s ‘i24) the Pacific Cultural Foundation. IU's the contribution 1
o wrong. It is not true. Everybady doesn't do it. P98 12 .25 mentioned in my testimony to the Committee.
@ Thank you, Senator, and | will be glad 10 answer any . Page 132
@ questions. -1 After that, I called Tim Russert and said, "Tim, | toid
[4,___|The prepared statement of Mr. Barbour follows:} . (& you onTV that there weren't any. There was one,” and |
Page 120 [ told him just what | told the Committee. There was one
) Chairman Thompson. Thank you, Mr. Barbour. " (4 contribution from a foreign entity, the Pacific Cultural
@ Senator Glenn? . ts| Foundation, for $25,000, and when I told him that in March,
B s Baron, Thank you. M. Chairman Thank L rrongh the sacopda, 1| (cund out when fhey s seing
[« Mr. . you, Mr. Chai . you, im ugh -
(§1 Senator Glean. '8  Mr. Baron. Well, when Mr. Russert uses the word-and
L] wca;ootgoaﬂean&n.ﬂ. Barbour. 1 @ it was his word, admittedly-he said you had misled him.
T Mr.Baron. Me. Barbour, of Mareh the 16th of thi L YO D s 2ooon e Pacific Chtoary
vear rou m "'Mcelmerress'noo :eull R {v) Ir's just that you didn’t know about the Cul
"t:i] y M-IY° Purl on Apcacing on Meer t!":’e“m,_ that? i f:unﬁﬁ:io:tmcon:ﬁbu&on at the time you were of; his show in
_Mr. Barbour. I recall appeacing {3 March. Iy that i©? .
:"g W;‘rw&;‘mmm inulyen'le" 'Imq:llcl:;t‘&:l‘m i1l tMx' mwoﬁ . | can assure you that "miisled” him was
y e {15 not my 2
:::} you w;'lgo”yon: Wheﬂule‘;:'he NPF had received any overscas g Mr. 'B;‘ron.\vcu,l recognize that. That is why [ made
mo.ue fecall g . 17 a point of it.
019 Mr. Barbour. [ recall he asked me if there were any ‘18 Mr. Barbour. I called him and told him 1 had made a

Hg ,f‘;?;n",',,‘:{,‘g;,';"n",,‘,“;‘, :ﬁeu::;:”jom Policy Forum. ] don’t ‘1191 mistake, but that ! valued my reputation and that 1 wanted

18 Mr. Baron. Okay. Well, l think we have it on film. ] (201 to tell him myself the mistake that [ had made; that | was
(9] would like the film run, if we could. f2v in creor.

@0y [Videotape played.| 22 Mr. Baron. Wel, let's talk about the Pacific Cultural

@1 Mr. Russert: “And yet, you will not disclose who gave ;@0 Foundation for a minute. Arc you aware that Mr. Jack

22 how much money. Why don't you tell the American people who 24 Copeland is a Washington cnergy consultant?

{23 gave hundreds of thousands of doliars to this National 25 ___Mr. Barbour. I am very aware of it.

4] Policy Forum, and did any of that money come from overseas?” Page 133
{251 Mr. Barbour: “Well, none of the moncy came from ' 11} Mr. Baron.And he raised money for the National Palicy

z1 Forum, did he not?
. @  Mr Barbour. He Uicd to help raise more for the
t&) House, Senate, and for political campaigns.
5| Mr Baron. Would you take a look at Exhibit 3962
%) There should be a book there.
m  Mr.Q'Donnell. What volume?
18] Mr. Baron. Well, just look for 396.1 believe 1t wail
® be un the second volume.
o]} am told there should be a small voiume with just the
{11 exhibits that may relate to this. Do you have that?
02 Mr. Barbour. ls it supposed to be 2 deposit skip?
('3t Mr. Baron. That is correct. and behund i¢, a check
{ra] payable to the National Policy Forum in the amount of
1151 §25,000.
[*§  Mr. Barbour.That is what is in here.
(tn Mr. Baron. Okay. And do you recognize that as the
1187 check from the Pacific Cultural Foundation?
s Mr. Barbour. | don't recognize it. ] didn’t sce it at
120) the tume, but I don't take issue that that ss apparently
2+ whatits
2% Mr. Baron. Look at Extubit 383, if vou would. Do you
23 have that in front of yow?
28 Mr. Barbour. | do.

25} Mr_Baron. Do you recogruze that as a thank you letter N
Page 128 - Page 133 (24) Min-U-Script® Miller Reporting Company, Inc.
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{1 that you wrote to the Honorable Jason C. Hu, representauve
12 of the Taipet Economic and Cultural Representative Office tn
13 Washingion, on August 22, 1996, relauve 10 that check?
! Mr Barbour. | recognize it as a letter that was
tsi probably typed by the National Policy Forum staff and sent
18] over to the RNC (or me to sign. [t's not a letter that |
M wrole, if you mean did [ write the letter, but [ did-it
{9 appears that [ signed the letter. I don't think that's an
1 autopen.A lot of my correspondence was signed by autopen,
(101 but  don't belicve that is an autopen. | believe this was
{11} probably in a stack of letters | signed.
12 Mr. Baron. Okay . And you know, do you not, that
13 Ambassador Hu-and indeed, I think you address him as
{14] Ambassador-is the UJ.S representative of the Taiwanese
1151 government? Am I correct?
1181 Mr. Barbour. | do know that. Yes, sir.
{7 Mr. Baron.And the Taipei Economic and Cultural
(1) Representative Office now functions as the de facto ermbassy
{19) for the government of Taiwan; is that correct?
2  Mr. Barbour. That is my understanding of the
(21 rclationship, yes, sir.
{221 Mr. Baron. Can yau tell us, do you know if the
(23} contribution from the Pacific Cultural Foundation to the
[24) Nauonal Policy Forum has been returned?
@s1____Mr. Barbour. No. sir. [t is 2 perfectly legal

2
made a contribution to the National Policy Forum. A
reporter from a news magazine called my office to ask if 1
knew Mr. Sicong. | don't know how vou say it, but the man
you were talking about. And my response to him was | had
never heard of im.

Subsequently, based on that call, when we were going
gwough the NPF records, we discovered that, in fact, Panda
Industries. or whatever, had made a contribution, and as you
know, Mr. Baron, since then, we have conitacted actually a
California firm that actually raised the money, and the
industry, and asked them if, in fact, this was foreign
source money. We've made plain to them that the National
Policy Forum could accept foreign source money, but that we
had been asked and we felt an obligation to find out and we
also at that time, because of these news reports, provided
that information to the proper Federal autharities.

Mr. Baron. Have you determined whether it is foreign
'['8) money?

‘1191 Mr. Barbour. Well, the Democratic National Committee

1[20) got $250,000 from them, and they have apparently determined
‘@1 to their satisfaction that these are U.S. funds, which has

‘(27 been published in the newspapers.

‘1z 1 will have to say 10 you, we have not had Panda write

‘124 us back and say. flatly. these are U.S. funds. Of course,

'28)_the difference between us and the Democratic National
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( contribution accepted by the National Policy Forum, which |
i belicve very plainly, it's agreed. can accept contributions
3 from non-U.S. source.
#)  Mr. Baron. Do you know an individuai by the name of
15 Joe Gaylord?
18 Mr. Barbour. Yes, sir. | know Joe Gaylord.
M Mr. Baron. And was he a consultant to the National
8 Policy Forum?
M  Mr. Barbour. Joe Gaylord was a consuitant to the
110y National Policy Forum to help raise money for a period of
1) time. I can't tell you exactly when.
(121 Mr. Baron. 1 think at one point, you testificd in your
1'% depasition, 15 months at about $7,500 a2 month. Does that
14) sound right?
(18}  Mr Barbour. [ don’'t belicve [ testificd to chat, but
{18] it sounds about right.
{'n Mz Baron. And are you aware that Mr. Gaylord
[ta} soliCiled a $50,000 contribution for the National Policy
119i Forum from an entity known as Panda Entcrpriscs?

Page 138
* |11 Committee, us meaning the National Policy Forum. the
' 12 National Policy Forum can accept non-U.S. funds, but 1 take
' (3 it at good face value that it must be okay or the Democratic
© (4 National Committee, which has investigated it, would have
| 18 sent the money back.
| @  Mr Baron. Did the National Policy Forum, to your
M knowledge, have any system in place for determining whether
! ® a particular contribution was legal or illegal or
{ ® appropriate of inappropriate? Was there any process for
{10] vening checks, so to speak?
(1 Mr. Barbour. As you know, Mr. Baron, the Republican
112 National Committee has a very intensive rigorous program for
1131 compliance, but the Republican National Committee his to
(14} operaie under very, very different rules from the National
1151 Policy Forum.
ine  Because the National Policy Forum doesn't-is allowed
17 to take non-U.S. source money, is allowed to take corporatc,
(191 [ am unaware of, and [ don't think the management ecver
'ns) thought it necessary, to have the kind of program that the

1200 Mr. Barbour. [ am-{ don't think you've quite got the 201 RNC has for the obvious reasons.

(21] facts right, but I am told and have seen record, since the @1} Mr. Baron. Did it have any kind of program? The NPE
1221 records were retrieved, that an organization-is it Panda ‘221 [ am ualking about.

2y Enterprises or Panda Industries? ‘M  Mr. Barbour, Mostly what the NPF did is they

28§  Mr Baron. Well- 124) prospected lists of companies they thought were good

5] Mr. Barbour. | mean, | don't have the record in front @5)_prospects. One of the principal lists, Senator Lieberman

Page 138

111 of me. 1 was unaware of the contribution when it came in,

21 as was very often the case, but I'm not sure you're citing

13 the name exactly right.

#]  Mr Baron.You may cofrect me.

15t Mr. Barbour. It is Panda-something.

18t Mr. Baron. I believe it is Panda Industries. 1 stand

[ corrected.

W Is Mr. Gaylord connected in any way with Speaker

9t Gingrich? 1s he a consultant 10 hum, to your knowledge?
(a1 Mr. Barbour. 1 can't tell you of my own personal
{11} knowledge what their professional relationship is,but |
112) know he's one of Newt's closest advisers, Whether he is a
(+3; consultant is something ) am not pesrsonally knowledgeable
1ay of.
(15t Mr. Baron. Now, 1 take it that you are now aware that
1's] there are media reports, magazines and the press which
17 suggest that Mr. Ted Sieong, who was the father of the woman
1'8] who apparently owns this company that made the contribution,
(191 is somehow linked to foreign funding from China, and | want
(201 to make it clear thal my question to you is not premised on
{21 inside or intelligence briefings. 1 am just going on the
@2 basis of what s i the press.
2} Are you aware of thae?
124 Mr. Burbour. In facy, that's how | became aware that
;250 Panda Industnies, or whatever the right name of it is, had

Page 139
" i} was~companics that had publicly been known to give to the

| 1 Democratic Leadership Council. That was our first list of

! @ people we thought might be interested in some of this, but

. {4 because of the breadth of the contributions that could be

1 5] accepted, I at Jeast never thought about the need for such a

. (& program, and [ don’t know if Mike or Dan or John Bolton ¢ver

" m thought of such a-such a need.

[  Mr. Baron. Okay. I would like to turn Lo the Young

™ Brothers Devetopment loan guarantee. Do you recall at your

{10) deposition-and this is pages 129 at lines 11 to 15-you

111} were asked. " When did you become aware of

{121 the fact that the funds which were put up 10 collalcralize

{3 the National Policy Forum loan came from Young Brothers Hong
141 Kong to Young Orothers USA?"

1s)  You replied, “This year.” meaning 1997.

18] You then testified, "There was a=the first time [ ever

{171 received any information that § considered credible, any
(18} information other than this letter”-and [ will get back to
(191 that in a minute, and we know which letter we arc talking
(201 about-"was 1n the review of the loan documents.”

211 Do you recail that as being your testimony?

{221 Mr. Barbour. Well, et me say, first of all, | don't

123) think { have a copy of my deposition. You were citing it to
124) page. Do | have a copy of my deposition?

@25t ___ Mr. Baron. It should be on the tabie.
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11 Mr. O'Donnell. What page was that, Mr. Baron?
2 Mr. Baron. Page 129, lincs 1] to 15, and the sccond
©) quote was from page 131, lines 16 1o 19. Please take your
[4] tame,
155 Mr. Barbour. Yeah. I'm having a hard time finding it
16 because the type-the type ain't so big for these eyes, but
m | did tel] you that the first time [ had what | chought was
9 credible information about that was this year.
™ Mz Baron. Okay. And-
1ot Mr. Barbour. That's correct.
{t1] Mzr. Baron. Now, Mr. Barbour, this morning and
112) previously in his deposition, Mr. Volcansek has testified
113 that prior o October 13, 1994, which was the date of the
{4 loan and the guarantee, he advised you that the loan
11§ guaranice money from Young Brothers Development originated
6] tn Hong Kong. Are you telling me that you do not temember
(17 that or that it was not credible and you did not believe it
t8§ when you heard if?
i Mr. Barbour. | saw Fred this morning on television,
20 and I heard him say that. [ also heard somebody here read
{21 from the deposition of Dan Denning, who was the chief
22 cperating officer of the National Policy Forum, and as |
(23 think Fred testified and [ said in my statement, that Dan
124 said in his deposition, he didn’t remember Fred ever saying
125) that.

Page 143
' 11 another ﬁesﬁon that you asked me.

"2  Now 1 will confess, it could have just as easily been
' @ my accent as his, but he himself says that-and all I can
" @ tell you is if he ever mentioned anything about a Hong Kong

' 15) board or about Hong Kong authorities, either ! didn't

| (8} understand what he was tlking about or | just didn't heat

! @ him.

(0] Mr. Baron. Olay. Mr. Young has also testified that in

. @ the summer of 1995, when you visited him on the company

{o) yacht in Hong Kong-and | am going to direct you now to page
[t11) 57. Do you sce that, sir? Line 15.

‘a1 Mr. Barbour. Okay. I found line 15.

'113} Mr. Baron. Yes. There is a question.

{4 Mr. Barbour. The type is small.

lits Mr. Baron. I agree with you.

ite The question there is, "What was your response.” that

|17 is. Mr.Ambrous Young's response, “to Mr. Barbour’s

|b8 proposition that the loan be forgiven, as we have

l(m discussed”™

i His answer, "1 said no in the manner of an apology. !

;rm explained to him that we have difficulties to do that

|27 because the YBD (USA) money, which was guaranteed under the
11z31 form of certificate, deposit certificate for the Forum loan,

|24 was as loan from YBD (Hong Kong), and YBD (Hong Kong), we
[25) are facing government audit every year. Without

Pags 141

i1 I'm not-you know, Fred may be right and 1 may not have
@ heard it because it was not relevant. That issuc is a
3 totally irrelevant issue. It was then and is now, but | do
4] not recall his saying that in that meeting or any other
1S] meeting, just as Mr. Denning, apparently in his deposition,
9 according to somebody here, says he doesn't recall him
M saying that to him and me and Don Fierce. So [ do not
i recail his saying that.
™  Mr. Baron. Okay. So you do not recall him saying it,
(1ot Mr.Volcansek saying it?
{111 Mr. Barbour Yeah, and | am certainly not taking issue
(121 with it. [ am just saying I don’t recall him saying it. He
113} said today maybe it just-nobody caught onto it or latched
114} onto it or whatever he said because it was irrelevant. |
(15 can't say that isn’t the case, but 1 don't remember him
[18] saying it.
nn  Mr. Baron. Okay. | would like to direct you to Mr.
118} Ambrous Young's deposition. You should have a copy of it
ney there, and 1 am particutarly focussing on page 35. The
feo] specific line is lne 13, where there is 2 question. Do you
@1 have that, sir?
@21 Mr. Barbour Yes. sir,1 do. 1 do.
23 Mr. Baron. Okay. The question at Line [3-and they
{24} are talking about a dinner that was held in Washington in
©8 1994 The question put 10 Mr. Young, “Can you describe in
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! (1 justification, the directors of the board, who approve such
. [2) loan could face government punishment. So, therefore, [
i @ explained this cannot be done.”
. ¢ Now, 1 have read that accurately, have 1 not?
{5) Mr. Barbour. Yes. This is exactly the part of the
| 6 deposition that you read to me when Mr. Young said on the
M next page, 1 think he misundersiood me." 1alking about me.
{# Mr.Young says, 1, Mr. Young, think Mr. Barbour
® misunderstood me. Mr. Barbour say, ' Are you meaning you
(ro will give me the money to pay back your loan?' In other
f11) words, he said: ‘Do you' - he asked me the question: 'Are
112) you meaning that you will give me the full amount of money
{13 equal to what they owe YBD USA so that the loan can be
14y retired " That's the conversation, Mr. Baron, in which
1151 Mr. Young told you that he knew in that conversation that {
16} was misunderstanding what he said.
ihn Mr. Baron. So-
.(18) Mr. Barbour. And if he said what you just read, |
‘119 misunderstood him. Mr. Young was right about that.
12071 Mr. Baron. So you misunderstood what he said on the
{21} boat in the summer of 1995, if he did say at that time that
-(221 he could not do it because it was Hong Kong money that would
123 be audited by Hong Kong authorities?
'Re;  Mr. Barbour. If he said anything about that, | either
|2%1_did not hear him or did not understand what he Was saying,
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1) general what you recall was the discussion at the dinner?,”
@ and his answer, “The discussion basically was Mr. Haley
(31 Barbour requested me to consider for the loan of $3.%
) million and assured me of the safe return of the loan, but
(s} 23 a result of that, I could not commit, nor have the power
18 10 commit, but requested him to give us more information so
m that we can present it to YBD (Hong Kong) board of disectors
w1 for further consideration.”
m  Now, sir, do you see that testimony?
1101 Mr. Barbour. [ do.
{11) Mr. Baron.And | read it accurately, | believe?
(121 Mr. Barbour. Yes, sir.
t3) Mr. Baron. Okay. My question to you is, do you recall
{14 Mr.Young discussing the fact at the dinner in August of
(t5} 1994, prior to lhe loan being made, that he could not make
14 any commitment, he would have to go back to the board of YBD
117 (Hong Kong)?
1«a]  Mr. Barbour. I rcmember Mr. Young saying that he
119} having a favorable, but noncommittal response, not that he
;201 would have to go back to hus board.
1217 As you know, Mr. Baron, because you showed me his
221 deposition when vou took my deposition, Mr. Young said
23 mmself in his deposition that he knew when he was tallung
iza} to me that | did not understand what he was saying. In

(25 _face, he saed thac specifically in his deposition about —

. Page 145
! (17 and he is right that he said in his deposition that he knew
" @ | was not understanding something because { did think what
" he said 1 thought, and that is that he was saying that they
' |4 would make a contribution to pay off the loan. That's what
ts1 I was thinking he was trying to tell me.
') Mr. Baron. Okay. Could we look at Exhibit 349?
© (1 Mr. Barbour. Bear with us, if you would.
m Mr Baron. Of course.
®) Mr Barbour. 349?
(ta1 Mr. Baron. | believe so.
(11} Mr. Barbour. Okay. Yes, sir.
(a1 Mr. Baron. It is the Sepiember 17, 1996, letter from
13} Mr. Richard Richards to you. Do you recal) that?
{14t  Mr. Barbour. Yes, sir.
(*51 Mr. Baron. And at the boltom of page ). theress a
1161 statement where Mr. Richards is recalling the history of the
(10 transaction, and at the bottom of page 1. and | am quoting,
1) “Funds were transferred from Hong Xong to Young Brothers
119 LSA, a Florida corporation of which [ am the President.” Is
(261 that an accurate quote?
21  Mr. Barbour. Yes, sur.
1z Mr. Baron. Okay.And did you receive that letter?
23] Mr. Barbour. Yes, sur. | did.
(26 Mr. Baron.And 1s 1t your testunony that you did not
{25; regard that as a credible basis for concluding thatthe

Page 140 - Page 145 (26)
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i1l money might be from Hong Kong?
@  Mr Barbour. As I've told you previously, it was
{3 irrclevant, then and now, it was irrelevant before the loan
i1 transaction or when Dick wrote me this letter, whether the
{51 moncy had come from Hong Kong. But [ took this letter which
(81 I received from Dick to be for Hong Kong consumption. |
M took it as a threat to sue. And the facts in this letter
8 that | personally had knowledge of were wrong. The two of
19 three things | knew personally about were not accurate. So
119) [ didn’¢ give any of it ceedibility except that | thought
11 Dick was trying to write me a letter that said if you don't
112 bail us out, then, you know, we're going to suc you and it's
i3 going to be really embarrassing, and here's all the bad
(14 stuffI can say.
115} Now,that's what [ took the letter to be, a negotiating
'8 tool 1o try 10 put pressure on me.That's why [ didn't
(11 respond.And it's also why 1 didn't give it credibility.
18 Mr. Baron. Okay. Mr. Barbour. | am going to switch
119) topics now. | wake it you're saying, then, it was not until
120 this year that you had credible-a credible basis for
2m concluding that the money had come from Hong Kong; is that
122 correct?
@Y Mr. Barbour. It was not until this year that [ became
[24] aware, had knowledge. that the money came from Hong Kong.
125)_lt doesn't make any difference to the legality of the

i1 paving off all or part of the loan.”
@ Question: "Under the circumstances of what the
[ financial arrangement was, | guess by forgiving, what we're
14 really talking about is that NPF wouldn't pay the loan and
" 15 that the collateral that had been posted through Young
* 18 Brothers USA would be forfeited to pay off the loan. Isn't
M that-" And then you answered: “1 mean. that~that’s one
' 18 ‘way, or Young Brothers could simply pay off the loan.”
' ®  Then! say. "Okay, fair encugh. With who did these
101 pre-loan guarantee discussions take place?”
i1 Answer: “They took place, as far as [ know;, among
1121 several people.
13 Question: “Who would they be?”
114  And you answered: “Fred-" and it was Fred Volcansek.
115 Is it your (estimony that you also discussed the
(141 possibility-and you do refer to Steve Young as also
''n discussing the possibility of forgiveness. Did you ever
w) discuss that with Mr. Fred Volcansek
(19t Mr. Barbour. As | said in my opening siatement, when
ire} Fred, Dan Denning, and Don Fierce met with me about this in
‘1211 the summer of 1994-] can't tell you whether it Was June or
{221 July-and recommended that this was the-to proceed with
‘123 trying 1o get Young Brothers Development (USA) to help us on
‘[24] the loan, at that ume we discussed and were op limustic
;1251 _about the idea, or thought ay least there was a reasonable
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1 transaction, wouldn't have made any difference to the
@ legality at the time. But 1 have to a2y to you that's just
3 the fact.
) Mr. Baron. Okay. I'd like to talk about the issue of
i} the forgiveness, alleged forgiveness of the loan. In your
%) deposition. you testified that during the negotiations for
™ the National Poticy Forum loan and before the loan and
8 guarantee were arranged, that Mr. Volcansek told you that
™ Steve Young said that they were very favorably disposed
o1 toward forgiving all or part of the loan. Was that your
(11 understanding?
(121 Mr. Barbour Actually, | belicve | told you that my
(13 recollection is that Steve Young told me that himself.
(1a]  Me. Baron, I'm sorry-
{151 Mr. Barbour. ] belicve that’s what [ told you.That's
161 what my recollection is. If | didn’t tell you that. 1
171 didn't-1 may have misspoke.
i*si My recollection is that Steve Young, who is one of the
(1 Young brothers, who is ane of Ambrous Young's four aduit
120 sons, came to Washington to a meeting, and that he was who
21 responded to me about Young Brothers Development (USA)'s
122 response 10 my request that they guarantee a 1oan for the
23 National Policy Forum. He told me that they were going to
R4 Jo it, and he (oid me that if everything went well, that
125 they would consider in December doing more, which | took to
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« (1t chance that they might forgive it.

-2t Now, whether or not Fred had talked 1o somebody about

- @ that or not, § can't tell you. I don’t recall whether that

! (4 was discussed. But then subsequently, as | told you, afier

. 15) asking for the loan and proceeding for several more weeks,

i (51 when Steve Young came to my office, he indicated (o me that

| m they were favorably disposed.
| ®m  Now.Iwant to be fair 10 Young Brothers Development.

! @ They never made a firm, absolute commitment. They never

11101 said we will definitely forgive part of the loan or alt of

|u 11 the lcan. But it was talked about with Sieve that carly and

121 very often afterwards, and had been talked about since.

113 My own recollection or thought is probably that first

i(14] meeting that | had with Don and Fred and Dan, but | cannot

[1181 say that as a cold fact. But that is my belicf, that from

18] the beginning we thought there was 3 real chance that they
Inn would pay off, forgive, however you want to put it, at least
‘(18] part of the loan.

‘'ey  Mr. Baron. | am not sure if you have answered my

/0] question. Let me rephrase it.

‘#1  Mr. Barbour. Okay.

|z Mr. Baron. | understand that it is your testimony that
i23 you had conversations with Steve Young prior 1o the loan
'124) acrually even going through that indicated they might be
'8l disposed to forgive aif or part of the loan. Is that
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it be forgiving part of the loan.
A Mr Baron, Weil, let me direct your-
31 Mr. Barbour. And | wrote him a letter that you have in
4 your file that notes that.
155 Mr. Baron, Let me direct your attention to page 96 and
97 of your ition.

Mr. Barbour. 1 apologize, Mr. Baron, if we get messed
up on the paper.As you know, we don't get copies of our
own depositions, so | am having to fish through whichever
onc is which,

Page 97?
Mr. Daron. 96 and $7.
Mr. Barbour. Okay, sir.
Mr. Baron. Now, just so | understand your testimony,
vou state-there 1s a question: “So that, even®-I'm
starting at linc 4 on page 96.

Mr. Barbour. Yes. sir.
Mr. Baron. It says, my question is: "S0 Lhat, even
before the loan was being made, there was a suggestion that
it would be [orgiven afterward?” That is a question. 1
just want ta understand. I'm not trying to put words in
221 vour mouth. {s that what you're saving®”
23] Your answer: "There was discussion that day that Young
1241 Bruthers Development would consiger favorably paying ofl.
25 because forgiving' is not exactly the night word, but
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| Page 154
| 11 accurate? .
'@ Mr Barbour. Yes, sif.
, 31 Mr. Baron. Okay. My question (0 you is: Did you have
| 4] a similar conversation or a conversation to that effect with
| 181 Mr. Fred Volcansek about the possibility of the Young
16} Brothers forgiving or paying off all or part of the NPF loan
M prior to the time the toan was consummated?
8  Mr Barbour. It is my recollection that at that
] meeting where they recommended to me, Young Brothers
(11 Dcvelopment-and as | say, thus is probably junc or july; |
{t1] can't tell you exactly when. I say june or july because |
1'2) think it Was just shortly before | called Dick Richards,
113 which, according to your records, was July 28th-that at the
{41 meeting not long before, the idea that they might be willing
115) to forgive part of the loan was discusscd and was one of the
(6] things I liked about it.
(t1 Mr. Baron. Mr. Barbaur, let me talk about your
18] relationship between the NPF and the RNC. it is your
119 testimony that the NPF and the RNC were two separate
[20) organizations, legally and operationally; they were not
(21 affiliates. | belicve you testified to that effect at page
{2 44 of your deposition. You can check it if you bike.
@3 Mr Barbour. That is correct. 'm not surc wherc it
i24] 15 1 my deposiuon, but they are-
@81 Mr. Baron 1t.s on page -4
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tn Mr. Barbour. They are two separate orgamuzations,
@t functionally, orgamzationally, operationally.
3]  Mr. Baron.And are you aware, sir, that in his
(4] testimony yesterday, Mr. Baroody restified that managerially
51 he thought that the teparation berween the NPF and the RNC
il was, in his words, a fiction? Indeed, he used that in his
(7 memorandum, that word. when he resigned as president of the
8 National Policy Forum. Is that correct?
m  Mr. Barbour. When | saw him testify on television
1) yesterday, he said he was concerned that sometimes the
{*17 managerial got blurred. | also believe he flatly testified-
112 -and | haven’t had the opportunity to read his deposition
{13t like you have. But his public testimony was that they were
[14] two separate organizations, which is correct.
115}  My-go ahead. I'm sorry.
19 Mr. Baron. No, no. Go ahead, please.
110 Mr. Barbour. 1 was just going to say Mike said
(18} yesterday-and it did not surprise me-that he wanted to be
1'9 purer than Caesar's wife, where nobody on any issue could
[ say that you deviated from the absolute purist. But when
(21 you have a creditor-debtor relationship like this, the
722 creditor has some obligation to try to keep up with what's
123 going on.
R4  Mr. Baron. Now, you are aware, are you not, that on
125) February 21, 1997, this year. the IRS denied the application

Page 15§
(1 partisan #sucs-oriented organization and your actwvities
21 are partisan. In addition, we conclude that your activiues
(3 also subsuntially benefitted the Republican Party and
4} politicians affiliated with the Republican Party.
{51 Accordingly, you do not qualify (or recogrution of eXemption
. (8) under section $01(c)4) of the Code...”
M Let me just say, Mr. Baron, every word in that
. 18 conclusion is true about the Democratic Leadership Council,
) every single word, which has 501(cX4) status. [ want you
.(t0] to be aware of this history.
ity The National Policy Forum applied for 501(cX4) status
121 in June of 1993. Nearly 4 years lates-and there is a chart
I1#3) here, if you want to look at it. June 18, 1993, NPF applies
ip4 for IRS recognition of 501(cX4) status. July 21st, the IRS
(115 responded that they had gotten receipt of our application
Ipst and it says, "If you do not receive a decision oh your
[t application by the date the annual information return for
i(18] exempt organizations is due, file that return by the due
19 date. File Form 990, return of organizations exempt from
1201 income tax. Check the block on the return indicating an
[[21] application is pending.
‘71 We filed. The National Policy Forum filed. IRS said
(23 operate as a2 $501(cX4) untid you hear from us.
24y  They wrote-they sent us a sct of questions, August
i1281_k3th. On August 13th they wrote and said it may be a while
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(1 of the National Policy Forum for 501(c)4) status; is that
2 correct?
M  Mr. Barbour. | believe the proper term-and [ don't
%) want 10 hold mysclf out as an expert-is that they declined
IS to recognize, but that they don't have the authority to say
% whether you are or are not 2 501(c)(4). But they declined,
m after nearly 4 years, to recognize the (€)X(4) status, and
m February something would be right. | can't tell you that's
™ the exact date.

1o Mr. Baron. Could we put up Stide 353A?

(11} Now, that says-1 hope, because that is what | have in

112 front of me-"We have considered your application for

(13) recognition of exemption from federal income tax

{14 under...section 501(c)X4). Based on the information

(+5] submitted, we have concluded that you do not qualify for

('8 ¢xemplion under that section.”

1m Do you see that, sir?

18 Mr. Barbour. Yes, sir.

119} Mr. Baron. And could we have Slide 353B?

1201 Do you sec, sir, where it continues to say, “Based on

21] the information you submitted, it appears that you are a

{2 partisan issucs-oriented organization. Specifically, your

{23 activities are designed to promote the Republican Party and

. Page 154
t (1 before we can get back to you. On January the 4th, 6 months
' (@1 after the application, they sent a bunch of questions for
31 NPF to answer, which NPF answered the next month.
W Nearly 2 years later, November 1995, the IRS sent a
| 15} second set of questions which NPF answered about two and 2
i (6 half months later.
( m  NPF went out of business in December '96, and the IRS
| 9 did not give an answer unti! February of 1997.1 call that
| @ to your artention because it took neacly 4 years, and yet
‘e the response we got, every word of it, was-every word of
(111 that summary that I just read lo you was true about the
12 Democratic Leadership Council, which is a 501{(cX4).
iny  Let me tell you what counierpart, Senator
‘114) Christopher Dodd, the chairman of the Democratic National
(115} Corumittee, said. This is the National Journal, April 6,
;18] 1996. Christopher Dodd says, "The twe organizations, DLC
‘11 and DNC, are interdependent.” Al From, the President of the
‘'8l Democratic Leadership Council said, “We are the Federal
1'% Express of the Democratic Party.”
2 So I will tell you,l was floored in February when they
if2v) said that the National Policy Forum was too partisan, but
‘z¢t the Democratic Leadership Council qualified. Yes. sit,
{23} cemember getting that lewter very well,

24 politicians affiliated with the Republican Party " That was 24  Mr. Baron. Could you take a fook at Exhibit 327,
28] also in the lenter from the IRS. [s that not so? ‘28)_please?
Page 154 - Page 157

i1 Mr. Barbour. Yes- "tm Do you see that, sir? Am | correct that that is a
@ Mr. O'Donnell. Mr. Baton, we would like 1o see the 2 memorandum to you from Kevin Keflum of the RNC Team 100.and
@) letter, please. @ n there he is talking-he is writing 1o you concerming a $1
141 Mr. Baron. It should be over there. _ 14 million pledge from the casino magnate, Stephen Wynn? And
{51 Mr. Barbour. Could we get the letter! It may be over © 151 1sn’t Mr. Kellum recommending that there are two possibic
{8} here, and we are just not knowing where it is. 18) scenanios for breaking up this $1 million contribution
M  Mr. Baron. It is No. 353 for the entire text. 1 berween putting two hundred-money in the RNC and in the
8 Mr. Barbour. But, Mr. Baron, let me just say while (8] NPF and that less is reported if it is put into the NPF?
™ he's got the letter, everything that you-that ['ve seen on @M Mr. Barbour. It's-it looks to me like he is-and,

(10 this screen, as far as | know, is consistent with what was ‘(1) agamn, 1 have no recollection of this, have not been shown

(1] in the RS’ letter. I'm not taking issue with it. [ would (1] thus. But it looks to me like he's recommending three

12 just like to have the whole letter. 12) SCENArios.

(13  Mr. Baron. Well, it's there if you want to check (13 Mr Baron.And they all turn on whether he wants to

14| anything. ['4) spread out his contribution in different ways so that less

('s]  Could you take a look at Exhibit 327? 115 1s reported. These are options that are available to splic

(161 Mr. Barbour Are you through with the IRS letter? 118! 1t berween the RNC and the National Policy Forum. Isn't

('n Mr. Baron. Yes. 17 that correct?

'8} Mr. Barbour. Could [ just make a point about the IRS 8} Mr. Barbour. Well. I-you know, I'm seeing this for

19 letter? 119) the first time, don't know if I've cver scen it before

200  Mr Baron. Pi¢ase go ahecad.

21] Mr. Barbour. Let me just read you-{ want to read you

@2 (rom 1t.And for those of you who have a copy of it,the
123 conclusion of the RS ferter to the National Policy Forum
124} is: "In summary. we conclude that you are not operated

{20} today.

211 Mr. Baron. 11 is a memorandum to you, though.

{221 Mr. Barbour. And 1 don’t~[ understand that. You

23 know. | have a-when 1 ran the Republican National Commitiee
241 1n 1996, | had about 275 employees, and as all of these

2s]_prumaruly to promote soctal welfare because you are a 125 Senators can understand, a lot of paperwork that has my name

Page 152 - Page 157 (28)
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11 on it gets handled by other people; otherwise, | would never
@ be able 10 do anything but shuffle paper.
3 But 1 do not believe that tus organization gave $1
4 million to anybody. What he 15 suggesting is-he said-why
15] Jon't we just read it? He said, “we would like your advice
1) on the best way to distribute the contribution.”
M  “We would like to arrange a phone call between you and
(9 Mr. Wynn 1o discuss this contribution.”
®  “The following are three suggested scenarios for
o distributing the contribution.”
ft11 Those are all that it says.
1 Mr. Baron. Could you take a look at Exhibit 332? Do
{*3] you have thal, sir?
114 A | correct that is a letter~
118 Mr. Barbour. Yeah, did you ask if I'd scen this
(+41 before? 1 ceruinly haven't seen it from the Committee.
17 Mr. Baron. | am just asking you. It is a letter
{18 addressed to you from Mr. Phil Cavanaugh, a vice president
(9 and general manager at Chevron. And in the-l will read it.
e “Dear Haley: I certainly appreciated the opportunity to
21 visit with you recenty and discuss Chevron's contributions
{221 o the Republican Party and related organizations. Pursuant
{23 to that discussion, | have enclosed checks. $25,000 (or the
t24] National Policy Forum and $15.000 for the remainder of the
@5_funds for the RNC that we agreed to. The latier covers what

" Page 181
11} Mr. Barbour. But he screwed this up.
@ {Laughter.)
13 Mr. Barbour. You will see-and in fairness-and 1 said
@) this in my testimony. When I started and ran for chairman
19 and said I thought there should be a policy instirute, | was
16} thinking it would be part of the RNC.As we went afong, il
1 became clear to me, before the National Policy Forum was
ts) founded. that that wasn't the right way todo i,
m  So when you see-and there are scveral pieces of paper
{t0] in the files that talk about subsidiary, arm, whatever,
{11) because that was the original thinking.
{1 But what particularly had to be straightened out about
;u:!; this immediately was that-and it cropped back up ume and
‘114 time again. You know, once you put semething in the word
'11sp processor, it never seems to die. But that Team 100
:(+4) members, there wasn't going (o be a committee. It talks 1n
‘117 here about a Team 100 commilies to have as an advisory
(1§ issucs committee for the National Policy Forum. That never
{'9 happened because it wasn’t appropriate. They didn't realize
1201 it when they wrote it.
1 As you can sce, this memo is dated June 10,1993, and |
.28 don't think that we had even announced the formation of the
123 National Policy Forum at that point. It was very close in
‘rat there.
‘28 But | will just tell you this: Fewer than 2 percent of

Page 159

1 we budgeted for a table at the convention gala. In addition
121 to that, we have advised Jerry Parsky that we will shortly
I forward an additional contribution, $150,000, to the San
4} Dicgo tHost Committee.”
51 “Haley,l again want to express Ken's and my
% appreciation for your willingness to recognize the totalicy
1 of our efforts on behalf of the party by extending scason-
t; licket status to Chevron. Sincerely, Phul."
® Do you recall receiving that document?

t1e1 Mr. Barbour. No, [ don't recall receiving it, but | do

111 recall that this company was very supportive of the

12 convention in San Dicgo in their home State, very supportive

{13 of the parry, and were supporters of the National Policy

114] Forum.

nsp  Mr Baron. Isn't it truc, sir-could we put up the

(8] poster board of moncy transfers. please?

('n  Mr. Barbour. Could | make just one point?

'8l Mr. Baron. Sure.

1191 Mr. Barbour. This létier was written to me, not by me.

{201 Mr. Baron. § undcrstand that.

211 Mr. Barbour. You know, the main thing-you made an

@2 inflection in your voice "to the Republican Party and

23 related organjzasions.” | guess you were not Urying to say

{24] this shows that these were affiliated organizations.
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i 11 National Policy Forum policy council members were Team 100
@ members, and about 8 percent of Tearn 100 members were

. (3 National Policy Forum policy council members. We had a very

. (¢ inclusive group, but it says in here everybody's going to be

| 19 a National Policy Forum council member, and that just was

| @ not apprapriate and had to be taken back. That's why [

i M happen to remember it.

| 1  Mr. Baron.Well, my time is up, but | have a hunch we

' m will be chatting later.

jns  Chairman Thompsoh. Mr. Barbour, we are looking, of

{11] course, at activities that have been questioned concerning

(121 the RNC and some of your activities.

ltm  Mr. Barbour. Yes, sir.

iira] Chairman Thompson.The Nationai Policy Forum and

_115) others.This is the result of a unanimous decision that

116} this Committee made a long time ago to have an investigation

it171 broad enough 10 do something really, I think, unprecedented.

‘t1; Certainly in my recollection it is unprecedented, and that

{1 i8 to have a major inquiry into a mater like this and to

.20 have it broad enough to look at both partics. And you are

‘@Y part of that, not just look at both parties but to do it

22 early, and to do it often, if necessary. if there are

(23 credible allegations.

‘"¢  So you may find this much attention this early in this

i8] invesligation somewhat unusual, but it shouldn’t be looked

RS Mr. Baron. ! don't think there is any question but
Page 160
11 that [ was reading a letter to you frorp Mr. Cavanaugh.
@  No,lam talking about the money ers.

11 Am { correct, sir, that the RNC provided substantial
141 funding for the operations of the National Policy Forum.
15 indeed ultimately reaching an indebtedness of over $4
(8! million? That is how much they put in, $4 million?
M  Mr Barbour. You got it right the second time. There
8 was not ever an indebtedness of $4 million, but there was a
@ total lending of about $4 million.
pop  Mr. Baron. May { just ask onc more question, if | may?
1111 Mr. Rarbour. Over 4 years.
111 Mr. Baron. Tike a look at Exhibit 259. Do you have
113 that, sir? Do you have that document?
ps Mr Barbour. Yes, { do.
1151 Mr Baron.And am | correct that that is 2 memorandum
{161 dated June 10, 1993, circulated to members of the RNC's Team
1+n 100 donor council? And in the memo. is it not true that you
va say the RNC's creating the National Policy Forum as an sssuc
(181 dJevelopment subsidiary? Is that correct?
{2 Mr. Barbour. You are rcading the memo correctly. Now.
121 f-and [ remember this memo very well, Mr. Baron. It way
22, wiitten by the saaff, In fact, it was written by a saff
123 member who happened to be my nephew, after-and studi 1s my
{29! ncphew-

(251 [Laughter]

! Page 153
| {1 at that way. We have heard testimony of paying §50.000 to
" @ get into a radio address with the President, paying $100.000
@ to get in to see someone at the NSC, heard references lo
, ) drug dealers and gun runners contributing and apparently
© 51 buying theif way into the White House. We have heard (fom
' 1 Commerce officials. We have heard from CIA officials. We
" m have heard from DNC officials. But onlv now do we have the
) broader coverage, shail we say, of these procecdings because
o of you, who is now a private citizen.
uoel  But | want you to put that all aside because, having
1] said that, there are some important questions that you need
p2 to answer And you have come to do that, and we are going
(13 to spend some time~we are going to spend how cver much time
114] it takes to go through these things.
181 The question of whether or not the Policy Forum was an
(*6} independent organization, you have addressed that, but if
(17} you step back and look at it, it is a valid question. The
118y RNC provided the seed money for il
119 Mr. Barbour. Yes, sir.
[20) Chairman Thompson. You were the head of it at the same
2+ ume that you were head of the RNC. You have heard the
122 reference of Mr. Baroody. He had a letter. Then he had his
{231 testimony. Mr. Bolion, we haven't heard his testimony, but
24/ you have probably undoubtedly scen a letter from hum. Both
(250 Mr_Baroody and Mr. Dotton were concerned about mawntaining,
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{1 that scparation. 5o you cught to be able to understand why
12} that gives the appearance that mayvbe there wasn't sufficient
{3 scparation. all those factors {ogether.
41 What do you have to say about that in addition 10 what
(5] You have already said?
{8  Mr. Barbour. First, Senator, | want to say | am glad
M to be here. ! would much rather be here and have a chance
1] to respond than to jusi be leaked on in the press forever.
™ So | appreciate the chance, and 1 was setious when [ said
110y that I appreciated the minority letting me be here to
[t1) answer.
112 The National Policy Forum was separate. The National
{t3 Policy Forum was a like-minded organization to the
14} Republican National Committee, and like-minded organizations
115) heip each other. And the National Policy Forum was my idea.
ne It was separate, and it was separate for some very good
117 reasons, Senator, if [ may.
py  First of all, it was clear 1o me-
9 Chairman Thompson. It was part of your campaign
(o pledge, was it not, when you ran? [ mean, you kind of had 2
@1] stake in setting this up, did you not?
tta  Mr. Barbour. Senator, [ did, and [ said when [ ran, {
23 had what | called the Barbour plan, and one point was to set
R4 up a policy institute. And 1-and, really, the
@241 consideration | had given at that stage was for it to be
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" 1n exccutiwl director of the National Committee, was always -
@ just chewing on me about getting paid back. and I think Mike
(91 made that plain that was part of his concern.
"4 But the real concern with Mike Baroody, who, as you've
_ [8) seen, is a fine, smart, honorable, good man, Mike is very
. 16 thoughtful and deliberate. We needed somebody in there who
' [ was much more acticn-oriented to get these forums started.
‘@ We wanted 10 have 60 forums in 6 months. And as he said in
@ his testimony yesterday, it was that | was pushing people in
ig to eat away at some of his authority that concerned him, and
}u 1) the last thing that concerned him, that we just see very
1tz differently.
py He pamed three things in those letters that | see very
14 different from him. One is~
181 Chairman Thompson. Well, they speak-! don't want to
i(1& cut you off, but they speak for themselves. | agree that
i('n that is what he said and the nature of the differences that
‘119 he had. It would seem to me that you would think, in
'[9 retrospect, anyway, that all of this, plus the fact that you
| were heading both organizations, plus the fact it was in
iR} your platform, and the fact that you provided the seed
@2 money,would make any appearancesof any foreign invotvement
'tan that much more radioactive, even though it is legal, even
if24) though it takes 2 bank shot to get to it. That, you know.,
(28] we set up these varicys categories of what you can do in our
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(v part of the RNC. But the further the spring went along, the
12 more people | talked lo, I realized that there were really
i) three big reasons that was a mistake.
4  Oneis if it was an RNC organization, we would not get
18} the grassroots participation we want. A lot of people who
1 vote Republican every election don't want to be part of the
M party organization, the party apparatus. We had 20 percent
) of the people that voted for Perot 6 months before. We
 wanted those people to feel welcome. And if it was a
1oy Republican apparatus organization, a lot of people who we
(11 were rying o get involved and let them know that there
Na were people in the country that wanted them to have a voice,
113 we thought they would never-that they would never help us,
14) would never do it.
119 Secondly, | have been around this since the "70s. If
'8 it was an RNC operation, it would fail quickly to focus
111 exclusively on policy. The people that-most of the people
18] at the RNC, their goals are very campaign-oriented. We
"9 wanted and made the National Policy Forum totally policy-
[20] oriented.
2y We gave you all | don‘t know how many hours of
22 videotape. It is all about policy. There is no-some
123) people here spoke at those conferences. People were given
{24) instructions: You cannot talk about elections. You cannot
125)_talk about elections.
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" {1 campaign finance system, which is a totaf mess, and 1 think
. [ being demonstrated to be more cvery day, in what foreign

@ cnlities can do and can't do, and they can do certain things

| (4] with certain other groups, and then those groups can do

. 1) things with regard to political parties.

1 (@ Butstepping back from it, and, | mean, haven't we
| M learned one thing from this? Even though there might be a
! m legal transaction involved, with all of these other kind of

™ interrelationships-and you don'st make any bones about it.

1o 1 mean, the articles of incorporation for the National

(+1) Policy Forum, you say it is to develop a Republican policy

"2 agenda.And as you say, it is kind of like the DLC.

13 Mr Barbour. The DLC, sure.

p4) Chairman Thompson. But with all of that, I mean,

115 doesn't it make it that much more important as we go on in
live the future if we don't scrap this whole thing. which is what
17 1 think we ought to do, to make sure that we don't get into
'8 that and people don't get into that kind of 2 sittation
im again? .

] Mr. Barbour. Senator, one-I said in my statement or
iR my remarks, and [ believe it, even though it was totally
'rzn) legal at all times that this could be from a non-U.S.

|t73} source, I thought it was politically good when | thought

/29 Young Brothers Development (USA) could give to the RNC,
i@s)_could give to a political party.
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(11 Butif it had been the RNC staff running it, that's all
(m they know how to do. That's what they want to do. So you
3 were going 10 speil the idea that you're inviting people to
(&) have a voice in policy.
155 The third thing-and very frankly, it was important,
1 though it may seem mipor today-when I said running for
m <hairman that | wanted a policy institute, it was used
[} against me. Some people said, yeah, oh, Haley wants to
W rcwrite the abortion plank in the platform. That's the code
{'0) word for what policy institute means. And it was talked
it1] about openly. And 3o [ recognized, if it wasn't part of the
12y party, nobody could say | was writing the platform.
1t3)  Those are the three reasons: 1o get participation, to
{*9) not let it become about campaigns, and to get the pro-life
115} people where they didn't musread this.
{1ef  Chairman Thompson. But yer Mr. Baroody and Mr. Bolton
"1 both had concerns. They were your friends. They were
s people that you had put in there, ! suppose. And they wound
t'9] up, both of them, having concerns that there wasn't
201 sufficient separation.
211  Mr. Barbour. Well, Mike 1 think testified yesterday
221 about the separation. As you know, within 2 year. the
i23) National Policy Forum got §2 million in debt to the
12¢] National-Republican National Committee. It was 2 huge
{31 concern.And ] think, you know, Scott Reed, who was

: Page 169
[ Chairman Thompson. What do you think about it now?
¢ @ Mr. Barbour. Well, 1 wish I had known the facts that
' @ they coutdn't. You know, they had been giving to the RNC
& for years. And I'm familiar with the RNC's compliance
| (5) program. It never entered my mind that they could not.
, [61 They had been giving for some time-long before 1 was
M chairman, anyway. But as | said, 1 considered that
W lagniappe. [ thought that was-that it was icing on the
™ cake that they could give, and 1 thought it was good
119] politics. even though legally it had zero-it was totally
(1 irrelevant.
122 Soeven at the time, [ thought we were having a
{r3) guarantor that was an entity that could contribute and was
a] contributing.And | want to be fair to them. | think the
1*st Young Brothers pcople thought they could legaliv contributc.
e too. | thunk they honestly thought that.
1tn  Chairman Thompson. Sure. But when you are sitting on
s} a boat in the Hong Kong harbor talking 10 a gendeman who 15
19 a resident of-a citizen of Taiwan, | mean, that does raise
{201 certaun other potential implications in terms of
{211 appearances. Bul it 13 an appearance business that we are
za1 both 1. isn'1t?
23  Mr. Barbour Well, appearances, what-the old saying
124} 1n politics s that perception’s reality.
12 .__Chauwman Thompson. Let me move on to maybe one of two_
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Il more ponts. and then | want to-l will ask my colleagues to
@ question.
3 One of the things out of all of this, as | wade through
4 1, the transaction, | mean, it is clear now that it is like
1} every lawyer on the eastern scaboard had a crack at this
18 thang and approved it. But when you step back from i, this
@M gentleman, Ambrous Young, it looks to me like we owe him
) some moncy. | say "we.” [ mean the Republican National
91 Comunittee. | don't sce any legal obligation there, but it
[0 looks to me like that you had a situation there where this
(11 gentleman, whether he is a citizen or not. caused his
1121 company to put Up some money that was lost at a time when he
{13 was thinking, anyway, that the RNC had a moral obligatio (o
{14) siep in there and do what it could.
tst  Mr. Barbour. Senator-
18] Chzirman Thompson.And he is holding the bag to the
1 extent of $800.000. So legalities aside, you know., a deal
118} is 2 deal, and don't you think maybe that you and 1 both
{'9 ought to urge that that thing be looked at again?
200 Mr. Barbour. Senator, the fact of the matter is [ fect
1 like that's what we did do. You made the point, rightly-
221 and Mr. Becker made the point when he testified-that the
123] RNC did not guarantee the loan, that that subject was
124} broached. and it was made plain the RNC would not give 2
125)_secondary guarantee and is not liable. And when the

11, 'd say, personaily. But a5 far as | am concerned. that
121 doesn’t absolve the RNC responsibility. That is my opuvion.
@ | am going to defer the rest of my time {0 Senator
@ Collins. Senator Collins?
151  Senator Collins. Good afternoon. Mr. Barbour.
{8 Mir. Barbour. Good afternoon, Senator Collins.
M Senator Collins. | wanted to say that of all the
@ allegations that have come before tus Commitiee, the ones
) involving the reccipt or solicitation of foreign money are
(o1 the most troubling to me, because the idea of foreign money
‘111 or foreign influence over our political process strikes
121 really at the heart of our democratic system, and those to
{r3f re are the most important allcgations and they are the ones
(1a] that I am determined to get to the bottom of And [ don't
‘18] have a different standagd for Republican wrongdoing or
1v¢) Democratic wrongdoing. | think all needs to be aggressively
it pursued.
.18 1am sure that you, Mr. Barbour, would agree that if
19 the RNC received moncy from foreign sources. that that would
11201 be wrong. Is that correct?
't21]  Mr. Barbour. The RNC is not allowed to accept
'(# contributions from foreign sources ¢Xcept in one very, very.
[23) very narrow area, which is not something we are talking
_[24) about today.
‘1281 Senator Collins. That is correct, and we know for a
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11] scuitlement occurred in January, Mr. Becker wrote that, that
@ the RNC wasn't 2 part of this, wasa't responsible.
@ DButjust in fairness, when the National Policy Forum
(#] defauited, 1 had told Mr. Young and had toid Mr. Richards
15) that this was going 10 happen. They had missed a payment.
{8t There had becn an agreement (o defer. But I-when the
M default happened-the default was about $1.5 million. 1
w1 <an't tell you to the penny. The RNC budget committee
9 tabled the request to do something until after the clection,
1ot and after the election, the RNC came in and loaned the
111 National Policy Forum, which was about to clase, half of the
{12y loss.
113, Senator Bennett said it earlier. The RNC's out about
{r4 $2.5 million. Young Brothers Development's out about
115} $700.000.They would be out twice that much except we
(161 offered-they didn’t come to us. As Mr. Volcansck said, we
17 reached out to them and said. look, we know-we didn’t mean
(1 for you to-talking about me, [ didn’t mean for you to get
19) stuck with this. The deal didn’t-wasn’t able to pay off.
120) The RNC will lend them the moncey to put ail this to rest.
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11 fact that the RNC has returned a few contributions that have
12 turned out to be of questionable source. And the DNC has,
' @ in fact, accepted a great deal of foreign money that it has
4] had to return.
.18 In this debate, I think it is important that we
" 8 distinguish between which entitics actually received and
} M kept money that may be of foreign origin.And in that
18] regard, 1 want to go back to an example which the minority

counsel raised with you about contributions from companies
that are associated with Ted Sicong or his daughter. {t's
the Panda Industries case that was discussed previously.

To assist us in that discussion, 1 would like to dircct
your attention to Exhibit 504, if that could be brought up
on the screen.

Mr. Barbour. Yes, Senacor, [ can see it on the screen.
1 haven't found it, but I can see it on the screen okay.
{1n  Senator Collins. Do yoy have a hard copy as welt?
('8 Mr. Barbour. [ just got it. Yes, ma’am.
litor Senator Collins. Mr. Baron, the minority counsel,
Ir207 asked you about Panda Industrics, which contributed $50,000

'
{1
(11l
1
HiE ]
e
il )
he

211 So ! have o say to you, Senator, yeah, | wish-l wish i@ to the National Policy Forum, and he implied in his

21 they had not lost $700,000. 1 wish the RNC hadn't lost $2.5 @3 questioning that this may be 2 case of foreign moncy. But |
231 million. i3 do want to distinguish here that this contribution, if, in
244 Chairman Thompson. But the RNC-~ ‘r2#) [act-and there is some question about whether it is foreign
125)_Mr. Barbour. They can take my chairmanship- ;[zsl money, but 1 will accept the premise of Mr. Baron's
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{ Chairman Thompson. But the RNC's loss doesn’t have ' {1] questioning that it is~that this actually went to the

@ anything to do with that loss. When Mr. Young's company put i (@ National Policy Forum and not the RNC. {3 that correct?

3 up the $2.1 million, it was clear they wanted to be paid '®  Mr. Barbour. Yes, ma'am, that is correct.

14} back. I mean, they didn’t want to lose that money.This i) Senator Callins. And at the time that this

(5] wasn't going to be a donation or a contribution in thew 15} contribution was received, the NPF, like the Democratic

(6! book.And one of the things that they sought was some {81 Leadership Counci] and other think tanks, could legally

m fecling of comfort from you that you would make your best ' M receive forcign money. [s that accurate?

is cfforts to get the RNC, although they had no legal (8  Mr. Barbour. Yes, ma‘am, that is accurate.

{3 obligation 1o stand good for if worse came to worse. Is - 9 Senator Collins. By contrast, the DNC, the Democratic
1101 that not corsect? 1191 National Commuittee, which is prohibited from recewving
Yy Mr. Barbour. That's exactly right. .11} foreign money. reccived a total of $§250,000 (rom various
1121 Chairman Thompson. All right. Worse did come to (121 companies controlied by Ted Sicong or ftis daughier, Jessica
113) worsc. and you asked somcbody to go 10 the relevant 113 Elnitiarta-1 may not have gotten it right-and their
pa; committee. and they said no. And that was-then you-then ['4] companies. Is that what the chart shows you?
11§ the RNC decided to take care of about half of it. And alf (15)  Mr. Barbour. It is. and that is what has been reported
1*6) I'm saying is that they werc-it looks to me like they were ‘(81 in the papers.
it counting on the RNC to do that, that they believed in what ¢ Senator Collins. Let me go just briefly through the
{*8) we were doing. that they siepped up to the plate big ume. 18] circumstances of these donauens. | think you have
9] and vou or |, acithcr one, now have anything directly to do (19 expiained in response 1o the questions from the munonty
{20; wuth it. But | don't think that sends a very good signal in 126) counsel the ong to the National Policy Forum. For the
{21 terms of personal responsibility or anything ¢lse. 1 think 121 record, [ct me just go through the ather three coninbubions
122 i we knew that they were expecting us to weigh in on that 1221 (rom these companics that were made to the Democrauc
2% thang, that they thought that you had the clout to get the 1237 National Commuttce.
1241 job Jong, that vou would try your best ta get the job donc, 124 The first contribution in February of 1996 15 relaled
231 and if vou did that, then that absolves vour responsibility, {251 to a fund-raiser that was held here in Washungton at_the .
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t1y Hay-Adams Hotel, and this was John Huang's first fund-

2 raser, and indeed the Committee staff investigation has

13 indicated that all three of these substantial contributions

)] to the DNC were solicited by Mr. Huang.

1 | would note that Mr. Sicong and his family also

(¢ attended the infamous Buddhist temple fund-raiser in

m California, which featured Vice President Gore. It is my

) understanding based on the Committee’s work that acrually

9 Mr. Sicong and his family were given comp tickets to that
1oy fund-raiser because they didn't like their seats at the Hay-
(111 Adams Hotel fund-caiser. In fact, Mr. Sicong apparently sat
(173 next to Mr. Gore at the temple fund-raiser, 3o he certainly
'3 got a seat that would be much coveted,
114)  The next two contributions were in relationship to two
15} other funderaisers, on¢ a May fund-raiser at the Sheraton
(vs1 Casiton Hotel and the second one a July fundraiser in Los
(171 Angeles. Ln those two fund-raisers, the President,
11y President Clinton, was in attendance. And it is my
"9 understanding, again, that John Huang solicited all three
o contributions for a total of $250,000.
@1 Now, testimony that we reccived 2 weeks ago from the
r7 finance director of the Democratic National Commintiee
{2y indicated that the screening system at the DNC completely
24] collapsed and that in the rush, the haste to get money,
25 there was a lack of concern for the source of the money.
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- 1% size wogld automatically receive additional scrutiny to o
{?) ensure-particularly if it came from someone without any
" (31 history of participation as a contributor?
" {8 Mr. Barbour. Yes, ma'am. and, again, rigorously
15} enforced. Even-1 can cven remember one of our finance
. 18] leaders saying 10 me-introducing to me at a dinner this man
I M who was going to give $100,000 that [ had never heard of.
# And after [ met him and 11 ieaned back and said to her,
. (91 you all check this guy out, now, because you just don't have
‘(+0) many pecple that sort of float in the door and give you
l11 $10,000, much less $100,000 or $325,000. But the Legal
{121 Department and the Accounting Department working with the
‘113 finance people, very, very strenuousty, and when you get big
{1 donations from people you don't know, obviously that gets
{115 immediate scrutiny.
1r6)  Senator Collins. Thank you, Mr. Chairman. | would
I like to reserve the balance of my time.
losi  Chairman Thompson. All right. Senator Smith?
i(191 We do have a vote on. We will recess and try o retuen
‘0] in 10 minutes. Do you think we can do it? We will be in
'@} recess for 10 minutes.
22 [Recess.)
i(@3 Chairman Thompson. Let's come 10 order, please.
(241 All right. We will start our 10-munute rounds and
'[@5)_proceed with Senator Levin.

Page
1M  Could you explain to the Committec what steps the RNC
21 took to ensure that it was not receiving foreign money in
(3 violation of the law?

#  Mr. Barbour. Senator, the Republican National
1 Committee has a very rigorous, intensive, and very strictly
@ enforced compliance program to comply with the Federal
M Election Commission's regulations. Our fund-raisers, who

{8 are on the stall, are trained. The people in the Accounting

™ Department who reccive the checks, they are trained. Large
('o contributions are screened. When we have volunteer fund-
[93) raisers, they are aught. ] have actually spoken myself-{
112 didn’t have a2 whole lot to add. | have spoken myself at
1t seminars for volunteer fund-raisers, State finance chairmen.
14} Our Legal Deparunent puts on seminars for party fund-raisers
1vsi at the State campaign and national level.
1§ But the most important thing is that we don't deviate-
1'n 1 mean, we rigorously enforce this, and that's why [ am very
[:8) proud of the fact that in the 1996 election cycle We raised
o nearly $225 million in those 2 years, that we must have had-
oy -let me think real quick. We probably had 4 million or
R1) more-we had more than 4 million contributions. Almost none
ra suipped through.
3  When | was-when we were coming up with the files 10
24 give the Committee, [ saw and got tickied at a note from a
25 man who wrote and said, "I sent you $63. 1 didn't know [

177
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i 1 Senator Levin.Thank you, Mr. Chairman.
' @ Good aftcrnoon, Mr. Barbour.
. {3) Mr. Barbour. Good afternoon, Senator Levin,
1 4] Senator Levin. Mr. Barbour, in response to earlier
i 15} questions, you indicated that the question of whether or not
| 8 f{oreign moncy was received by NPF was irrelevant because it
i M was permitted to receive foreign money if, in fact, it was a
. ) 501(c)(4). 13 that correct?
| @  Mr. Barbour Well, sie, actually. if it is a nonprofit
1{t0] or any other kind of organization, that is not subject 1o

1 the jurisdiction of the Federal Election Commission or the
l112) Federal Election ign Act. [ mean, it doesa’t have (o
|13 be a 501(cX4) or (€X3).
a1 Senator Levin. That is fine. Now, in Mr. 'S
115 letter to you, which you are familiar with, his resignation
i1 letter, he said that the 501(c)X(4) section requires separate
;17 operation-and | am quoting here-and then he says the
18 following, “Especially in recent months, it has become
‘' increasingly difficult to maintain the fiction of
i[20) scparation.*
2  Mr. Basbour. Senator?

(27 Senator Levin. Now, if I can just-

.23} Mr. Barbour. | apologize, Senator. Could you tell me

'124] where it is, so we could get it in front of us, to0?

';25) __ Senator Levin. Yes, absolutely. It is on the screen
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{11 couldn't because I'm a Canadian citizen and [ don't have a
@ green card.” And we sent him his §65 back, He had made two
P contributions for like $40 and $25.
wf  But if you look through '9% and '96, there are almost
15| no contributions, none of any size that | recall, which is a
8 tribute-not to me because this system-Senator, this system
M was in place when I got there, and they take it very
® seriously and the lawyers and the accounting people do 2
m very good job. And when we raised $330 million last year-
19 I'm sorry, $150-something million last year, the system
(117 never collapsed because our position was if we have 10 go
17 slow, if it takes longer to get all the paperwork done,
113; that's just too bad. We're not letting our defenses down.
14) And we didn't.
ps)  Senator Collins. One of the contributions that
18] particularly troubled me that we've discussed in previous
17 testimony that went to the DNC was a $325,000 check from a
{+af Yogesh Gandhi. who had never written 3 check before to any
(9 political entity or candidate, never even had written a
120} check §25.000. That money subsequently has been determned
2] 10 have come from overseas. Mr. Gandhi ironically was being
1221 sued at that me for non-payment of a bill to a former
[73) employee; he did not have sufficient assets 1o even fikc 2
{24} aX return.
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right there.

Mr. O'Donnell. What tab is that, Mr. Baron?
Senator Levin. It is Exhibit 273.
Mr. Barbour. 273.Yes, sir. His memorandum?
Senator Levin. Yes.
Mr. Barbour. Yes, sir.
Senator Levin. In the middle of the second page, it
says there-it is italicized in the middle-that %01(cX4)
requires separate operation, and then he sad, "Especially
in recent months, it has become increasingly difficult to
maintin the fiction of scparation.”

Now, the reason that that is so important, as to
whether or not you are separate or not-there are many
reasons why it was important, but onc of them is ilL in
{act, you ace an affiliate of or a subsidiary of or part of
or 100 closely connecied to the Republican National
Commuttee, then foreign contributions that it mught receive
would become very relevant, indecd. Is that not rue?

Mr. Barbour. Senator. if an organization is 2
nonprofit that is not part of a poliucal commmtlee, it may
accept foreign contributions. If it is part of a political
commuttee that is covered by the Act, the Federal Election
Campaign Act, it may not.

senator Levin. Thank you.
Now, therefore, it is very relevant, indeed, as to _

[\
@

e ]
4
(5]
18
M
U]
9
(10
{1
03
113
(14
(s
118
[
AL
('
]
i
2
23
‘2]
281

2s] __Did you have 2 system in place 30 that a check of that

Page 176 - Page 181 (32)

Min-U-Script®

Miller Reporting Company, Inc.



ental Aftairs
ampaign Funds

Senate Committee on Go!
Special Investigation - 19

-

" Hearing Volume Number 9
July 24, 1997

Page 182
111 whether or not the NPF is a separate organization, whether
@ wis affiliated with the RNC or not, for the ceason that
[31 you just gave.
1} Now, would you agree that the NPF was affiliated with
&1 the RNC?
61  Mr. Barbour. No. sir. It was a like-minded
[71 organization. in the same way that the Democratic Leadership
w Council is a like-minded organization to the Democratic
® National Ccmmittee.
nol  Senator Levin, When Mr. Baroody wrote you that the
i1 fiction of separation is, indeed. no longer, is increasingly
112 difficuit to maintain, did you tell him at that point, you
131 disagreed with him on that?
14 Mr. Barbour. Yes, sir, [ did, and -
s} Scnator Levin, But he was familiar with the-he was
116} familiar wilh the operation, was he not, of the National
7 Policy Forum? He was president, was he not, of the National
118 Policy Forum?
19 Mr Barbour. He was the president.
20 Senator Levin And would you say he would be familiar
1211 with the operations of it?
@2 Mr. Barbour. Well, of course, he was, and he testified
23 about it yesterday, and about the separateness.
124} Senator Levin. And you have been asked about Exhibit
1281 259, and if we could put that up there, 100, this 15 the

a
{#} Mr. Barbour. The fund-raisers are eternal oplumusts.
@ | mean, hope springs eternal.
)  Senator Levin. All right. Let's take a look. if you
j woauld, at Exhibit 297.This is the Commercial Credit memo,
&) part of the loan, the Signet loan. Do you see in paragraph
18} one, the first line, where it says che National Policy
m Forum, a S01(c)(4) nonprofit, was formed in May of 19937
W Now, this is dated October 12, 1994, but it says there that
- @t it was lormed in 1993 as an offshoot of the Republican

{*e) National Committee. Do you see that?

11 Mr. Barbour. Yes, sir, { sce that.

113 Senator Levin. All right. Is that inaccurate?

{131 Mr. Barbour. Yes, sir, it is ingccurate.
{14} Senator Levin. So-
itrg) Mr. Barbour. And 1 should say, Senator, as §

('e understand this document, which I had never seen until this
it year, that this document was not written by anybody at the
‘18) Republican National Committec or the Nationa} Policy Forum
‘s  Senator Levin. But this is-
iRl Mr. Barbour. On this page. | see several thangs that
.21 are not accurate.

za  Senator Levin. So your nephew's memo was inaccurate.
‘23 The Commercial-

124 Mt Barbour. My ncphew's memorandum reflected what the
|(25)_thinking had been wecks and weeks before, but by the tume it
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memo of june 10th that you s2id your nephew wrote about Team
100 struciure, and on-

Mr. Barbour. Yes, sir.
Senator Levin. -page 2. under National Policy Forum,
it says there in the sccond line that the RNC is creating
the National Policy Forum as an issue development
subsidiary. | think your answer was, well, your nephew
wrote that. My question is, did you read that before it was
sent out?

Mr. Barbour. No, sif, | never read this before it was
sent oul.

Senator Levin. It was under your name, though; is that
correct?

Mr. Barbour. That is correct.
Senator Levin. All right.
Mr. Barbour. And it is inaccurate, and it was caught
at the ume, and those-eve y was made aware that it was
inaccurate. You will find, Scnator Levin, throughout the
files of the RNC early in 1993, documents that think that
that is the way we were going to go, because we did talk
aboul it that way and ultimately made the decision that was
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f1) was circulated-
. @ Senator Levin. Before?
" @1 Mr. Barbour. Before the decision-before it was
" (o) written.As | said earlier, said in my opening statement, |
' m had originally considered this being a part of the RNC, and
| ® as ] told Senator Thompson, the reasons | decided that was
) m not the right thing to do, and what was written by Henry in
m early June probably reflected the thinking of a few weeks
®m before, but by then, the decision had gone the other way.
{0t Senmator Levin. So that, the memo was inaccurate then.
1) The IRS is inaccurate, you are saying, in their conclusions.
12 Baroody is inaccurate. The Commercial Credit memorandum
11y people are inaccurate. All of these folks are inaccurate
l{t4 when they call you an offshoot of, a subsidiary of, and it
1(15; scems 1o me that this becomes a very critical issue for a
i[14 very obvious reason, and that is that if, in fact, they arc
i(17] right and that the Forum was, indeed, run a3 a subsidiary
[t of, an affiliate of, that the foreign money issuc becomes
‘(' absolutely critical, and you have agreed 1o that, because
15?01 then a contfibution to the Forum becomes a contribution to
‘@] the RNC and the RNC is not allowed to acceps a foreign
‘%z contribution, and that is why the issue is so critical, and

za not the right way, as | discussed earlier with Senztor ) cal

2% Thompson. ‘1231 [ do not think it is enough for you simply (o say it is

24} Scnator Levin. Right. And you atso have been asked i24] irrelevant whether or not the money that came from Hong Kong
{251 about Extubit 327, where the memo (o you from Kevin Kellum |25_was, in (act, from Hong Kong because NPF could accept a
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of Team 100 s1aff-and three scenarios are proposed as to
how to direct a contribution, direct a contribution of a
million dollars, Document 327. In rwo of those scenarios,
{arge contributions 10 NPF were recommended. Is that
15) cotrect?
8  Mr. Barbour. ['m sorry?
m Senator Levin. In two of those scenarios, large
81 contributions 10 NPF are recommended. {s chat correct?
(@  Mr. Barbour. Well, [ don't know that he's-1 don't
101 know that he's recommending, but-
(11} Senator Levin. Well, there~
131 Mr. Barbour. ~he has listed three scenarios, two of
1131 which mention the National Policy Forum as a recipient.
e Scnator Levin. Now, that is something which you are
1s) able 1o direet, is that correct, just (o notfy a
16 contributor of a mullion dollars that he can send-he can
{'n send a whole bunch of moncy to NPF or 10 RNC. You are abie
{(+8; to dircct that,
19t Mr. Darbour. Scnator. [ believe that-
20) Scnatar Levin And you are telling us that these
{211 orgamzations, though, are not alfiiated.
22, Mr. flarbour. Scnator, | believe | said carlier that |
123; don’t believe this gentleman or hus company made such
1262 comnbution,
25 ___ Senator Levin All night
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" 11} foreign corporation. It is not icrelevant. It is very
' @ relevant as to where that money came from because if the two
31 organizations were affiliate, as all these folks thought
' 14 they were, IRS, et cetera, then that issue becomes a very,
' 15 very critical issuc, the foreign money issue.
' ®  Now, fiction number one, according 10 Mr. Baroody, was
© (M that these were separale ofganizations. Fiction number two
. (a1 was the foreign money itself. You indicated you did not
know at the time that the money originated in Hong Kong, but
the gencral counsel knew other people who were very actively
engaged in getting that loan guarantece, knew that that money
was from Hong Kong, and there is evidence thal you knew, but
you indicate that you did not, you must have misunderstood
Mr. Young or whatever, but the RNC knew at the time
Mr. Barbour. The RNC knew what at the time. sir?
Senator Levin. That the source of that loan guarantec
was Hong Kong money.
Mr. Barbour. Sir?
Senator Levin. The general counsel knew.
Mr. Barbour. No, sir. Scnator, the general counscl
didn’t know.
zn Senator Levin. Now, all the people who have testdied
1231 that they knew who helped to raise that loan guaramee were
{24 acting on behalf of the NPE is that not correct, and they-
28 Mr. Barbout. You said, Senator, the KNC knew
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(1 Senator Levin Al right.
22 Mr. Barbour. And that's what { was disagreeing with.
1 You said the RNC knew. The RNC didn't know.
) Senator Levin. Didn't Mr. Norcross~
19 Mr. Barbour. That is what you said.
® Senator Levin, Didn't Mr. Norcross, as general counsel
M of the RNC?
M Mr. Barbour. General counsel of the RNC is Mr.
3t Norcross.
g Senator Levin.And did-
1) Mr. Barbour. There is no evidence here that he knew.
N2 It's my understanding he did not.
119 Senator Levin. Mr. Becker testified yesterday that-
{14] Mr. Barbour. It's my understanding, and perhaps you
15t should like to ask Mr. Norcross, that Mr. Norcross did not
(18 know; that at the time, he told me that politically he
11n thought it was good that NPF had gone this way because it
19 was a U.S. company that could make contributions to American
19y political committees, to FECcovered political committees.
o1 There is no-
@1}  Senator Levin. Mr. Norcross, you are saying-
#2t Mr. Barbour. Just ask him, Senator.
(23] Senator Levin. Yes, okay.
@4 Chairman Thompson. One final question.
128)_Senator Levin All right The one finaf question is

11 Mr. Barbggir. Senator, may 1 say one thing? It's my
" (1 understanding that Senator Levin said that Mike Baroody said
i 13} that the organizations were not separate. My understanding
| & is that he said the organizations were scparate.

1 {51 Senator Levin.1 quoted Mr. Baroody earlier.

{ W Mr. Barbour. In his responsibility yesterday, it is my

! (n understanding, Mr. Baroody said that the organization was

' o separate, and if he said that, 1 agree with him. If he

| 1 didn't, we see it differenty.

by Chairman Thompson. My recollection of his testimony
1111 had to do with, he thought that there were problems of

‘(123 separation with regard to some administrative areas or

(3 administrative duties or something of that nature, but not
lru] with regard to other matters, but the record will speak for
Ity itself.

{1y  We have got several members here. We are going o have
117 to adhere a little more closely to the time. The majority

1y has got an extea five minutes. I would like 1o use about

119 one minute of that, if | may.
iRy  On the issue of whether or not the RNC and the NPF
'r1} being too close, as we know, that has charitable status

{20 ramifications. as you have said, and I think Scnator Levin
i'ml ::s suggesting that it also would have FEC ramifications,
R} also.
i@s]__My understanding is that at least an equally imporiant
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11} this. On RNC stationery, Exhibit 285-well, no. Let me

(@1 just ask a different question. Exhibit 299. When this

© money came into the RNC-

w1 Mr. Barbour. 2907

(81 Senator Levin. [ am sorry. 299.

® Mr. Barbour. 299?

™M Senator Levin. The NPF is now-has the money and is

9 now paying back a million-six to the RNC.This memo says
1 that, in paragraph 2, the remaining $1.6 million will be

(10} used to retire loans from the RNC. However, they-that is
11 the RNC-would like to receive payment on October 20.That
1121 15 2 week later. We would like 1o hold these funds in our
(1% savings account until the 20th. This is the NPF writing to
14} the bank.

115 The 20th of October is the day after the final filing

1 day for disclosure for the elections of 1994.1s that a

10 cowncidence?

©81  Mr. Barbour Senator, et me just say, Mr. Baron

("% showed me this letter when he took my deposition, and [ told
1201 him then [ had not seen the letter before. He asked me was
©' it the fact that October the 20th would have been the first
22 day of the new filing period.

2 Senator Levin. Which isn’t due until after the

[2¢] election?

25 ___ Mr. Barbour. After the ¢lection, that is correct. He

: Page 192
i (1 part of that would be whether or not the organization of NPF
| @ is engaged in political activities. )
i@  Mr Barbour Yes, sir.
; i Chairman Thompson. And ! would be interested if there
- 18] is any evidence that the NPF is oul supporting any
| o individual candidates, doing voter guides or anything
| M connected with or alleged against so many of these

™ independent groups that we hear aboult, that that certainly

™ would trigger FEC consequences, and as we go on, perhaps we
1o may hear some testimony about that, but as far as [ know,
{t1] there has been no testimony thiat any activity like that was
112y engaged in by the National Policy Forum. Am I correct?
(133  Mr. Barbour. I think every witness with knowledge has
(4] told you specifically that none of that was done, and | have
s said it in my remaris that there was no advocacy to clect or
's defeat the candidates, there was no political advertising,
1N no contsibutions to campaigns, parties, PACS. Therc was no
I11g PAC affiliated with this. There is no independent
|9 expenditure, no issue advocacy advertising, no
I gel-out-thevote, no voter registration, no nothing.
l@y ~ Chairman Thompson. 1 will reserve the balance of my
@@ time and ¢all on Senator Bro
| Senator Brownback Thank you very much, Mr. Chairman,
224} and welcome, Mr. Barbour, to the Committee. Thank you for
(5] coming here.
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{1 asked me was that the occasion. [ told him and will tell
13 you, | never talked 1o Steve Walker about it, but if he had
131 asked me, if he would have asked me, 1 would have told them
4 wait and make the payment, the repayment, actually, on
151 October 20th or thereafter, because when you are raising
% money like we do, almost not exclusively, but very heavily
m from small donors, you don't want the newspaper saying the
# RNC go1 2 $1.5-million contribution or 2 $2.5-million
™ contribution because then your small donors say, well, they
{101 don’'t need more money. You know, that chills-the small
(11 donors drive our party. Our average contribution at the RNC
(11 was $45.
13 Senator Levin.This was repayment of 2 loan. This was
(141 not a contribution.
'S1  Mr. Barbour. Well. that is right, but for repayment of
{*8] a loan or a big contribution. il asked, | would have said
171 you report the contributions when they are made, as you
1+4 know, Senator. Get them 1o make the repayment or get them
{t9 to make the contribution in the next reporting period
2 because, d vou don't, the small donors who float our boat
1211 wall say. well, they don't need the money.
R So.whue Steve didn’t ask me, that is what | would
123 have told him if he'd have asked me.
124 Senator Levin. Thank vou.

! Page 193
- 1think you set a nice example by being here and being
' @ willing to testify and standing up and answering qucstions,
! pt and | hope it is an example that a lot of other witnesses
&) are willing to ake-
. (8  Mr Barbour.Thank you, Senator.
- (& Senator Brownback. -to help this Committee to get to
™ the bottom of what we are trying (o get afier.if people will
® come forward and testify and take the questions.
@ | want to go at onc narrow arca with you, if [ could,
i and cxplore this on the particular issue of attempts by
(+1) non-U.S. citizens or foreign enlities, be they governments
[ta or corporations or others, to influence U.5. policy. T want
1131 1o go at that narrow issucs, and | want to go at it
pa) specifically and [ want to go at it in general, just to let
(rs1 you know what I am curious about, because it scems to me
{+a) that that is the biggest issue we are really trying to delve
{'N uto, the attempts by foreign entities to influence U.S.
18 elections and what is taking place.
p9  Now. going at it specifically, to start off with, Mr.
1201 Ambrous Young i$ the key figure that we have been tajlking
{211 about here with you. and the guarantee of the loan he did (0
122 the National Policy Forum.
230 He then authored some arlicles, or at least one
2¢ article, didn't he, in the NPF publication, Commanscasc?

25; Chairman Thempson. All right. {25l Mr Barbour. Yes, sir. It's published as two ) _
Page 188 - Page 193 (34) Min-U-Script® Miller Reporting Company, Inc.



Senate Committee on Gov, ental Attairs
Special Investigation - 19 paign Funds

o Hearing Volume Number 9
July 24, 1997

Page 194
111 different articles. I'm not sure that it rught have once
12| been one.and it was so long, it got split in two, but it is
13 two articles, as it shows wp in Commonsense, which 1s our
14 quarterly journaf. Yes, sir.
%  Senator Brownback. Now, why was he asked, and why was
18] he willing to write those?
M Mr. Barbour. Well. he was-{ asked him. and | asked
{9 tum because in talking to him, it was clear that what-hus
@ wews that he expressed that night at dinner were consistent
{10) with not only Republican policy, but the policy of the
1 United States, and chat is that there is one China. You
{121 know, we have a one-China policy. We have had it under
i3 Republican and Democrat admnistrations, and so this guy was
&} the head of a family that we were trying (o get to help. So
1181 1 asked him if he would like to write.
61 When he wrote 10 John Bolton, who was the president of
17 National Policy Forum at the time, was a former Assistant
118) Secretary of State, who edited the articles~and the
(191 articles were pretry well, plain, normal, American, not only
120) Republican, but American palicy toward-toward China, the
1211 policy that Nixon had, the policy Bush had, Reagan, Clinton.
i221 but he wrote it because [ asked him to.
2% Senator Brownback. Do you know if he was teying 10
124 push a particular policy position that was contrary (o

-3 Page 197
i1 articles again that knows more about it than [~ust
12 typically that there is one China which has been the policy
1) of our Government, that we ocught to engage China, which was
) the policy of the Clinton administration and the Bush
'5) admimstration, past administration, that we ought to have
8 trade.
m [ don't know what he’s talking about that Newt said
w something different. | just remember it because I thought
(8 it was funny when somebody-somebody told me that Mr. Young
(1o had said that Newt did something totally different.
1 As far as the effect is concerned, Senator?
(12 Senator Brownback. Yes.
1113 Mer. Barbour. If you look at the Republican Party's
'p4) platform on these, on China, it's almost exactly what it was
(15; in 1992, again in 1996,
‘a1 If you look at our book, "Agenda for America,” the
1 views that are in there are the policies that Republicans in
'a) Congress have voted for, UN. membership for the Repubiic of
1'9) China, for Taiwan, which about 90 percent of our members of
1201 the House voted for, to maincain the Taiwan Relations Act
(211 and the commiumnent of the United States, and, Senator, 1
{221 Want to say, | don't think these are Republican policies. |
‘tz3 think the Democeatic members and the Democratic
s} adrministrations have essentially aken the same poficies.

(25 anything you had been thinking or within the Republican

‘@%___Senator Brownback. Did Mr. Young articulate any point
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11} parry?
{21 Mr. Barbour. Not as far as | could tell, and, Senator,
3 1don’t want to hold myself out to be a foreign policy
4 cxpert, but 25 far as | could tell, it's the pretty standard
i$1 policy of both parties that we've had since the-since the
8| nationalist Chinese fled the Mainland at Taiwan in the
™M 1940's. We recognized that there is one China with two
8 governments.
®  Senator Brownback. Now, you also, | believe,
1o introduced Mr. Young to-it was then-Speaker-Elect Gingrich
111} and Senator Dole. Is that correct?
p2 Mr. Barbour. I belicve probably that Speaker Gingrich
{13] was Speaker by then. | think there is a letter that walks
(*4) about him being Speaker. | think he was probably aiready
{451 Speaker.
16l Scnator Brownback. Were you at those meetings?
111 Mr. Darbour. Yes, sir, [ was at both of them.
1) Senator Brownback. Could you tell us what was
19 discussed at those meetings, as best as you can remember?
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11 of view that you can recall that specifically would have
12 helped Young Brothers Development either in this country or
+ @3 in China or Hong Xong, anywhere-or Taiwan?
- Mr. Barbour. He never said anything to me or in front
. 151 of me about his company’s business or busincsses or his
- (8 companics’ businesses or business, cver.
im  Senator Brownback. Did he say anything to Spcaker
i Gingrich or Majority Leader Dole?
! @  Mr Barbour. No, sir. [ was there. No, sir, he did
Hto} not.
‘(1] Senator Brownback. So these were general discussions,
'z but generally about foreign policy in particular-
‘31 Mr. Barbour. About Asia.
.(14] Senator Brownback. -on Asia.
1[151 Mr. Barbour. About what was going on in Asia, China,
‘116] Hong Kong, where he fives.
i Senator Brownback. Let me take you, because my time
ine] gets short, as everybody's here, and it should be-
"9y Mr. Barbour. Well, I apologize. I'll try not to talk

200 Mr Barbour. They were courtesy calls, casual. You 'r2q) as much.
211 have been in the leader's office on the Senate side. You ;213 Senator Brownback. No, that is all right, but taking
{22) know the Wailing room oul in front- 1221 You to a broader picture, because you have had a greac deat
@0 Senator Brownback. Yes. i231 of experience politicatly in this Nation and have traveled
(240 Mr. Barbour. -with the fireplace whete people are 1[28] overseas, 2 number of [oreign entities, be they corporations
(2s)_kind of going back and forth? That's where Senator Dole and irzs: or governments, have 2 great deal of interest at what
Pape 196 | Page 199

" Mr.Young and | and a couple others sat down. + {11 happens in U.S. elecroral politics. fsn'c that correct?

@ What was going on in Asia, China, Hong Kong-{ @  Mr. Barbour. Weil, sure. America is the leader of the

™ particularly recall asking him about Hong Kong and what he ' @ world.

14t thought. | am told, though I don't know if it’s truc of "W Senator Brownback. So they look here and they watch.

15| not, somebody told me that Mr. Young told the minority (5} Our trade policy is very important (o them. Our defense

18| counsel that he didn't know if Mr. Gingrich was listening - 6 policy is extraordinarily important to them, a recognition

M because, two days after the the meeting, Mr.
® Gingrich went out and made a specch and said everything just
® the opposite of what Mr. Young had said.
i1 [t was just-it was-} don't want lo minimize it, but
{11 1t was a courtesy call.
112} Senator Brownback. Were there specific policy issucs
1Y discussed at cither or both of those meetings?
{4 Mr. Barbour. Nothing other than what's happening in
18 Amia, you know, Scnator Dole and Speaker Gingrich, what's
{t6] poang on, what's going to happen when Hong Kong goesbackio
111 the PRC.
18 Senator Brownback. Now, Mr. Young, though, must have
1$1 been articulating a particular point of view or eise he
i201 would not have noted the Speaker a couple of days later
12') g counler (o his point of view. What point of view was
122 he articulating on our policy towards China or towards Hong
1 Komg?
124;  Mr. Barbour. The only thing | know-and we've-since
25 thys started, | got somebody 10 go back and read the

* 1 of nations, most-favored-nation status. These are very
o important policy issucs.
®  Mr. Barbour. Yes, sir.
-0 Senator Brownback. So they (ollow those closely.
11 Do you know in any of your experience or background of
{ta1 any systematc effort by a foreign entity, be it 2
{#3] government of a corporation, ta try to influence LS. policy
1v4) and change that policy?
(st Mr Barbour. Senator, if you talk about camg:ugns.
(6i this election, 1996, is the first time since I've been ,
{"71 involved in politics in the 1960's that | have ever heard it
{8} even discussed, the possibility that some foreign government
{*9] was wrying (o affect U S. elections, the first ime cver.
200 Il you mean policy, you know, | have an article here.a
121} notc aboul an article, the Japan Foundation, in 1991, gave
221 $5.5 million in grants to 2 number of American think tanks.
(23 the Brookings Institution, the Aspen Institute. Scnator
(24} Bennent asked specifically about them. Well, they both got
[@5t_a million-and-a-quarter cach from the Japan Foundation,
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i1 which is perfecily legal, but 1 think, clearly, that the

@ think tanks do get a lot of support from foreign entities.

™ Like I say, this is-

(41 Senator Brownback. This is perfectly legal, but-

(st Mr. Barbour. -a New York Times article.

8 Senator Browmback. -funded there. What about foreign

(n corporations directly trying to influence U.5. politics?

& Mr. Barbour. Senatcz, it's just foreign to my

M experience.
(1g  Now, you see U.S. companies, employecs who have PACs.
(11 You know, in Senator Thompson's home State of Tennessee, you
12) have got a big Japanese car manufacturer there, with
113) American employees, and they got a2 PAC, and you also see
("4} American subsidiaries of foreign companies which operate in
(t51 the United States and are treated under law just like
{18} American companies, which they ought to be.
tn I think about Shell Oil Company.{ don’t think about
[} it being a2 Dutch company, but when you really look into it,
19 it’s a subsidiary of a Dutch company. Well, they are
{2 Weated just like American companies if they have got big
t2v U.S.-or il they've got U.S. subsidiaries, but foreign
72 companics, countries, no, sir. | have never heard of any of
{2y that until this last clection.
297  Senator Brownback. It seems to me that the interesting
{25;_point here, a3 we go into more of a global economy, and that

Page 200
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{1 seems e saying to Mr. Belton that it is hus
(2] understanding that the National Policy Forum has never
13 retained an insurance broker in order to obtain policies
t4] separate from the RNC's Cigna policies. 1 do want to thank
51 you for unplying 2 Connecticui company there at the RNC, but
(81 here is a case where it appears from this letter that
m employees of the NPF are covered on the same insurance
@ policy as the employees of the RNC.
it Now, that does not mean you do not have a separate
Do) corporate status, but you ¢an see why-! can tell you that
(1) the DLC employees have never been covered by the insurance
{12 policy of the DNC, and that is why this perplexes us.
1t Let me ask a different kind of a question. Generally
l(u| speaking, can you tell us what the annual budget of the
Ips) National Policy Forum was, the average annual budger?
!us] Mr. Barbour. Senator, there have been about $8 million
/1M over 3-1/2 years. The pattern of spending was not uniform.
'(18) Mike Baroody talked about, and Fred Volcansek talked about,
''; the real need for money in the first half of 1995.
;200  Senator Lieberman. Right.
.21 Mr. Barbour. Well, we had 60 public forums in the
;221 first half of 1995, and there was a lot of money spent on
{20 that. Some periods, there would be a [ot less money spent.
‘(24)  Senator Licberman. It was a total of $8 million over
(25} the 4 years?

20
i1] has been increasing at a rapid speed. and you have our larg:m
[ Nation-it is the largest, the lone super power that is
M lefk, largest economy in the world-that you are going to
4} get increasing attempls by rans-nalional companies,

{5 entities, to try to influence that, and that is what [ am
% trying to hear, and [ appreciate your talking about this,
m but [ hope that in the future, if you see things that we
w should do in the best U S. interest to stop or to make this
™ more visible, | hope you will be willing to share it with
(voy the Committee.
M)  Thank you, Mr. Chairman.
121 Chairman Thompson. Thank you, Senator Brownback.
'3 Senator Lieberman?
[14) Senator Lieberman. Thank you, Mr. Chairman.
[15) Mr. Barbour, thank you.
(181 Mr. Barbour, [ want to begin by thanking you for one
117 thing that you had done this afternoon. You know, some
i8] people have said these hearings have been toa partisan, but
115 you have broken through that today with the gencrous
{20] recognition and implicit praise you have given to the
1217 Democratic Leadership Council, and 1 want to thank you from
{22 the bottom of my heart for that.
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i Mr. Barbour. Somethung in excess of §8 miilion.

2 Senator Lieberman. Here 13 my question, which may not

1) be directly related to the purposes of our inquiry today,
. 4] but it fascinates me. In your opening stalement, you
15} indicated that you had raised-or that $330 million had been
161 raiscd for the Republican National Committee during the tume
M that you were chairman, which is an ¢
18 accoraplishment. Why were you and the others having trouble
, 91 raising the $8 million over 4 years for the NPP?
ey 1 suppose in some sense, it should encourage Democrats
itrr; that Republicans do not always succeed raising money, but it
Juz; is puzzling to me, and | wonder if you ¢an explain why that
i3] is s0.A much smaller budger? It seems like a good idea?
|i14)  Mr. Barbour. Well, Senator, you know, [ certainly
115} thought so at the time, and we had watched what the DLC had
'8 done in terms of raising money, and 1 am not poking fun at
‘"M you.
(et A lot of our lists-you all had had some sort of
:119] inaugural event where you listed a bunch of sponsors ta the
‘rz0) DLC.That was aur originat list for people to give to the
{21} National Policy Forum.
22y Senator Lieberman. Another form of-anather picce of

@31 Mz Barbour. As you know, Senator, [ am a DLC fan, and 23 flattery.
124] 1 think-I do think what the Democratic Leadership Council ie]  Mr. Barbour. Yeah, but the problem was, for some
125y _has done for your party is very worthwhile, and 1 didn't .[@5)_reason, int the middle of 1995, people got-1 think largely
Page 202 Page 205
{11 mean to burn $2.5 million trying to do it for the ' (11 because the labor unions were spending so much money on
@1 Republicans, but that was the idea. 2 politcal advertising.
3  Senator Licberman. Haley, if you keep this up, we may @  Senator Licberman. Yes.
4] put you on our mailing list. 4] Mr. Barbour. Corporations that we thought were going
55 Obviously, there are ways in which the DNC and the NPF " (51 to be interested all the way through lost interest. They
w are alike, insofar as they are both policy organizations 8 started giving maney like the BRT You remember the BRT had
m that are composcd largely of members of a single party, but M a big campaign for the balanced budget-
ts) | do think it 1s important to say, very briefly, that while ®  Senator Lieberman. Right.
1 the Republican National Commitice created the NPE which was @ Mr. Barbour. -and they raised about 55 million in a
(o perfectly appropriate, as you will recall, the Democratic 110 couple of months, and there was just a lot more-there wete
{11} Leadership Council was created by people who were not happy 111} a lot of people out there who were just doing better raising
121 with the Democratic National Committee, and the DLC has ('a1 the money than we were.
'3 never received any money either directly or through loans or {ta  The Forum raised well in excess-probably close to 36
(ra) through collateral from the Democratic National Comrmittce, a1 rmillion.
11s] nor has it. to the best of my knowledge, ever raised foreign ns1  Senator Lieberman. Right.
118) money, and it did teceive its 501(cX4) in the time of the (18] Mr. Barbour. Certainly well over 5.
"n Reagan administration, I might point out. 117 Senator Lieberman. [ am astounded. Were you-
{("a1  So.anyway, there are some similarities. but there are 118) Mr. Barbour. And 1t's just-
19 some differences, and in fairness to the organization, | 9t Senator Licberman. Yes.
(z0; wanted to point that out. 200 Mr. Barbour ~at the end, people. because of the
2n  One small question, and it is part of why the closeness 121] environment that we thought would be good donors, said that
{221 between these two organizations continuces (o perplex us. 1221 they would rather give their money for something else.
1231 Minority Exhibit 385 is a letter dated June 25, 1996. from 2% Senatar Licberman To one of the other organizations.
i2¢} Jeffrey Knolll, director of Personnel at the RNC. to fohn (24] okay
[25_Bolton at the National Policy Forum, in which Mr. Knollf 250 Let me present to you a question that  presented thus
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marning as well, and just briefly go over some of the
testimony. We heard carlicr today testimony about
conversations that Mr. Volcansek had with Me. Fierce, who |
gucss was your counscl, and as he described, confidant, and
Dan Denning in 1994 about the pressure that Denning was
under to rRise money for the NPF and discussing possible
sources. Then, the conclusion is reached, with Fierce,
according to Volcansek, coming up with the idea of focussing
on foreign contributors to the NPFE they then go over a list
that Volcansck has, and they target the Young family.

Now, | accept that the law is that a foreign company or
individual can give to a 501(c)4), which you had hoped the
NPF would be, but my question was really a more practical
(4] political one, which is why they would decide-and here, you
115 have got Mr. Fierce who is close to you-decide to go for
118 foreign money for an American political party-affiliated
{t7 think tank, and my suggestion this morning-and [ want to be
(1o real explicit with you and let you react to it-is that the
['9 reason to do it is that a foreign contributor could not give
1201 directly 1o a political party.

21)  Let me put it another way. NPF is running a deficit.

i#3 You have got over $2 million of RNC money tied up in the
23t NPF You obviously want to get it out of there You have

{24) got the 1994 clections coming up. There is nothing evil
125]_aboul this, but the problem is, if you have got an American

-} Page 209

1} didn’t make any difference.

@ The problem with that is 1 didn't. and if Fred braught

3 it up in a meeting, 1 know Fred is saying what he thinks is

1 true. 1 don't cemember him doing that. | understand

151 Denning says it in his deposition, but the fact of the

(65 matter is you are right. [t was irreievant, the whoile ume.

M Maybe that is why it just never caught my attention if

(@ different people, in fact, really did bring it up, but the

91 fact of the matter is, it was legat cither way, version A,
1voy version B. it happens that version A is what [ truly
11t remember and what [ got to tell you is the truth, and { knew
ita Mr.Young was the head of the family, and | knew that the
‘13 family lived in Hong Kong, and the boys, the sons. the Young
1114 Brothers, [ assumed, were all Americans, that their mama was
'115) an American, and it didn't-you know. this is somebody that
('8 had been giving to the RNC.
{1 Soljust had to tell you like | remember it, and like
I8 1 said, it would be easier to tell it another way, but it is
‘119 just the truth.
{20 Senator Lieberman. My time is up. Thanks, Mr.
'RY) Barbeur.
‘tta  Chairman Thompson. Thank you, Senator Lieberman.
'i73 Senator Cochran?
24} Senator Cochran.Thank you, Mr. Chairman.
{25, This morning’s newspaper had articles, two examples
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{1 contributor willing to put up a couple million dollars or
{2 cven put up just coilateral, you would rather have that
13 person give the money directly to the RNC or the RNSEC or
W whatever. Whereas, if you get the money from a foreign
15 contribulor, in 2 sensc, it is fresh money. It is not money
i) that could otherwise go to the political parties. Am 1
m right about that?
®  Mr. Barbour. Senator, I take your point. Where that
™ falls down in this case-
(9 Senator Licberman. Go ahead.
i1 Mr. Barbour. -is Young Brothers Development (USA) was
' an RNC contributor. That was one of the reasons that when
'3 they met with me-and | wasn't involved in thesec
1) conversations that you are describing-and they said we
{15} think this is the right organization to try to go get the
11e] loan guarantee from-they wete RNC donors.
{tn [t turns out that 3 years [ater. the RNC found out,
118) which is when 1 found out, that they weren't eligible, that
[15] they were contributing money from the Florida company that
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! (1 about what the testimony had been yesterday in the hearings
2 and the central part of the case that was before the

.ty Commistee. The Washington Post, for example, has as its

| 4 subhead on its article, on page 86, path of §1.6 million

! (9 from Hong Kong firm is traced through GOP policy forum to

- @ RNC, and then in our Mississippi daily paper, the Clarion

! M Ledger in Jackson, they carry an AP story on the front page

' (m that has as its lead, Democrats built a case Wednesday that

! m former Republican Party Chairman Haley Barbour used a

116 nonprofit group to funnet money from Hong Kong to GOP

[+1) elections.

jtr1  If 1 understood your testimony correctly, as

{3 illustrated by this chart, the Republican National Committee

(r4) never benefitted from the cepayment or the partial payment

i) of a loan to the National Policy Forum by anybody on the eve
'{rg) of the elections. Is that correct, or did | misunderstand

17 you?

l's1  Mr. Barbour. Senator, the National Policy Farum's

119 repayment made no difference whatsoever in what the RNC aid,

201 had been loaned to it by the Hong Kong company, but at the ‘1201 and the records of the time show plainly none of this money
1213 ime this decision was made, | thought that Young Brothers 217 went to congressional candidates, as was alleged, went into
za1 Development (USA) could because it was giving money. 22 our late television advertising blitz which was alleged,
23 Scnator Licberman. Right. ‘1231 went to pay for the Contract With America which was alleged.
{z4) Mr. Barbour. So that is where the analogy would fall \24] The records are very plain. None of those things is true.
s} down there, Senator. i2s)_but we did get back 1.6 million of the 2-point-something we
Page 208 ¢ Pﬂuﬂ 21t
11 Senator Lieberman. 1 hear you, but let me just say t 111 had loaned, 2nd we wanted to get it back, but it made no
{21 that this is where | have-it is hard for me to accept, and ' @ difference in what we did. No, sir.
31 1 hear you and | know you are under oath and all that-that i@  Senator Cochran. Nonc of the funds, none of the
4 you did not know that this money was raised and coming from | |4 proceeds from the guarantee of the loan or any repayment of
1s1 Hlong Kong.As we go back over this, we have got Mr. Fierce ' 19 loan funds to the RNC were used in the elections?
1 making a suggestion that NPF look for foreign money. We ‘1 Mz Barbour. None of these funds could be used in the
m have got Mr. Baroody saying to us yesterday that he felt - m Federal side, and on the non-Federal side, as the charts you
(8 that you were fascinated with the idea of raising foreign ) had-and it is not up on the screen-we had millions-§
® money for the NPF from belore-from before he actually came ! 9} don't want this to sound the wrong way, but we literally had
110y vo work for it. (101 more than $3 million over and above what we spent, available
11 We have got Mr. Volcansek's memos to Mr. Richards. that {1} to spend, if we had never got any of that 1.6 back. That is
121 i3, talking points for you, which | know you have said you 122 why | say it is correct to say that none of this money was
1131 have not scen, Mr. Richards talking about the money and the ‘13 used. If we hadn't have had it, you couldn’t ha-. ¢ told the
(1a] tefationship to the campaign. (4] difference.
1$1  Solam puzzled, with all respect and affection, whach 118t Senator Cochran. So the stories that I quoted from.
{16} 1 have for you, that you never-that you did not know that (18] the AP story particularly that is reflected on the front
17 this Moncy was going 10 come. My God, you went to Hong Kong (101 page of the Clarion Ledger. is just not accurate. Is that
18} to sce Mr. Young, and [ am just surprised that you did not tral cighe? ‘
{19 know at any pount in this, and again, it is legal, that the 19l Mr. Barbour That is not accurate. as you read it,
20} money was going to come from Hong Kong to the YBD (LSA) r20] Scnator.

i1 Mr. Barbour. Scnator, I appreciate this statement of

@21 affection, which you know is murual, and the respect that |
(231 have for you, and the fact of the matter is, you ane 2

124) former attorney general, and you know for me, it would be

(25]_caser to say, hey, | knew all along, it was legal. it

12 Senator Cochran.And the same is truc of the subhcead
221 m the Washington Post in this morning's paper?

28 M Barbour If it said it went into the Federal

124] elecuons or into the clections, it is not true.

(28] Senator Cochran. Let me ask you a question or two

Miller Reporting Company, Inc.

Min-U-Scripte

(37) Page 2006 - Page 211



Hearing Volume Number 9
July 24, 1997

Senate Committee on Governmental Attaiss

Special m\’auon' - 1996 Campaign Funds

——

1 about this tax-cxempt status business. Much has been made
2 over the fact that the IRS refused to recogmze the National
™ Policy Forum as a ax-exempt organization. What were the
{4} consequences of that, as a practical matter? Did anybody
{5 claim a tax deduction for a contribution to the Forum that
i was then made, an illegal ¢laim? Could you explain that for
M us?
8  Mr Barbour Senator. there were no (ax consequences
@ whatsoever. Donors to the National Policy Forum were not
(10} allowed to deduct their contributions (rom their taxes.
1t1)  The status that we operated under, 501(cX4), does not
{1z allow donors to deduct the contributions like the church
{13} daes or like a charity does. 50 there was no deductibility
114} for the donors, and the National Policy Forum was a
'S nonprofit. It was a nonprofit with a vengeance, Senator.
p8  There was no year in which the National Policy Forum
11n would have had any tax liability, regardiess of its tax
f1s} stacus.
1'%  Finally, the tax status has nothing to do with whether
[#¢] you are subject to the Fair Election Campaign Act and have
1 to file FEC reports and abide by their rules. That has
@2 nothing to do with it.
@  The only thing that decides that is do you advocate the
r2s) clection or defeat a candidate to public office. Any
=&1_nonprofit, (c)X(3). (c)(4), whatever. none of the above, as
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{11 know ahgut the Democratic Leadership Council. it should have
2! been grdffted status.
B3 As Mike Baroody said early on. he told me, beware of
_ (41 the IRS under the Clinton administration, and | have noticed
{5} that Senator Roth and Senator Moynihan, that Chairman Archer
6] and Congressman Rangel have jointly written a letter to the
' m IRS, asking for 3 report on the questions of why
(8} conservative groups and the 501(cX3) and (cX4)
| @} organizations are being singled out for sanctions, for*
‘1ar audits, for trouble, and that no Lberal groups-and,
1(11] Senator, | cannot tell you that | know as a fact that it is
{12} because we are a Republican-oriented organizatign, buc [ can
193} tell you that National Policy Forum is less partisan and
'i14] less election-oriented than the Democratic Leadership
s Council. and my belief is the Democratic Leadership Council
('8 complics, but that the National Policy Forum did not get
1M approved after nearly 4 years because the Clinton
i8] administration didn't let it happen.That's my view. |
19 can't prove it.
&1  Scnator Cochran. I have no further Questions, Mr.
'} Chairman.
2 Chairman Thompson.All right Thank you, Senator
31 Cochran.
241  Senator Lieberman. Mr. Chairman, can | just for 30
‘125 _seconds on a point of procedure-
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11 ltong as it doesn’t do clection activity, then it docsn't
ta file anything. So there is no consequence of any of that in
@ any of those ways.
4  Senator Cochran. During the tirne the Forum was
5 operating, you were required to filc, however, an annual tax
4 return showing what your income was and your €xpenses were,
m and did the Forum do that and comply with the [RS
 regulations?
m  Mr. Barbour. Senator Cochran, yes, sir. The National
ity Policy Forum filed for 1993, again in 1994, again in 1995.
{11) The form for the 501(c)4) organization, which as 1
(v2] mentioned earlier was the instruction the IRS gave us-that
{1y is what you do, file 23 a (c)(4). We have not fled for
1r4) 1996, and the principal reason is all our records are here
{15] right now, and so Arthur Andersen that does the audit~and
'8 did | mention, Senator, we have given the Committee those
(17} tax recurns. We have given the COMmittee the audits, but
118} Arthur Andersen can't do our tax return because we have to
119 wait until we get through with this to get the stuff back.
720}  Senator Cochran. My friend, Senator Licberman,
{211 mentoned some of the differences between the Democratic
(zn Leadership Council and the Republican Policy Forum, and [
1231 think if I heard correctly, one of the differences is that
124 the Democratic Leadership Council had a PAC that they made
(es]_contributions to candidates and election campaigns, and the
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. (% Chairman Thompson. 1 thought you might. Go ahead.

[ Senator Licberman. { just wanted to stace for the

" 13 record that the DLC does not have a PAC and has never

. 4 contributed to political candidates, just for the record.

j 15 Thank you. )

. (9 Mr. Barbour. Senavor, may I say one thing about that?

| @ 1 think it is an important point that Senator Cocluran and

i 1) Senator Lieberman made.

I ™ This last year, Senator Licberman announced the

o formation of the new Democrat nerwork, which is a PAC, and
|{11) the press reported, and lots of people said, well, it's part

(171 of the DLC. Well, it's not part of the DLC.

‘l'llll Scnator Licherman and Senator Breaux, who are leaders
[14 of the DLC, announced it. The executive ditector works for
151 the DLC.

iuq Senator Licbermnan. No more.

in Mr. Barbour. He’s a DLC employee.

'118) Senator Licberman. Well, no.

‘('8) Mr. Barbour. But to me, it makes-

1201 Senator Licberman. He left the DLC,

itz Mr. Barbour. I'm sorry. He's a former DLC employee.

@2} It just simply makes the point, Senator Cochran, that there
|2 area lot of organizations with overlapping leadership that
‘124 share resources, that worlk together, that are separate. [

;25 accept what Senator Licberman says that the new Democrat
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(1 Republican Policy Forum never did that. ls that correct?
(1 Mr Barbour. The Nationa) Policy Forum does not have a
m PAC, never has made a PAC-had a PAC. and never has
(&} contributed to a PAC.
1 Senator Cochran. My information, too, is that most of
161 those who were active in the DLC were elected Democratic
m officials. Isn't that correct? And most of those who took
) an active part in the Republican Policy Forum included
@ thosc-most peaple were not clected officials, Republican
110y officials. Is that correct?
[ty Mr. Barbour. By design, Scnator, we were rying at the
1122 Nanonal Policy Forum to have a grassroots bouonwg.‘md 0
{13 one of the rules of thumb is no policy council could be as
{+4f many as half elected officials or a3 many as half from
(5] Washington, D C.. and the vast majority weren't elected
('a officials. The vast majority weren't from here in
("1 Washington. That's correct.
1sy  Senator Cochran. Do you have any idea why the IRS
ng would have conchuded that the DLC was not involved in
(20 politsics to the extent that it should be granted, could be
(21 granted tax-¢xempt status, and the same IRS concluded that
(221 the Republican Policy Forum was too political?
23 Mr Barbour. Senator Cochran, Senator Licberman
12¢f mentioned that the Democrauc Leadership Council was granted
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network is not the DL.C’s PAC, though you sure couldn't tell
it from reading the newspaper that it 1s not the DLC's PAC.

Chairman Thompson. All right, sir.
Senator Akaka?
Senator Akaka. Thank you very much.
Mr. Basbour, as former chairman of the RNC and NPF, you
wore two hats.

Mr. Barbour. Yes, Senator Akaka.
Senator Akaka.And these were about the same times in
cither organization. We have had testimony from Mr.
Baroody. former president of NPF. and Scoit Reed, the
executive director of RNC, that the lines between RNC and
NPF were blurred, at best, and [ think this is 2 problem
that ] am having, and | am sure my colleagues are having

Why do you believe that Mr. Baroody and Mr. Reed had
such concerns?

Mr, Barbour. Senator AKaka. | had no concerns that
there was ever any crossing the line. and | don't think Mr
Baroody or Mr. Reed ever thought the line was crossed, but
120] there was a refationship.
2y The RNC loaned money to the National Policy Forum and
122} became its creditor, and very honestly, Senator Akaka. the
@2 RNC became a2 much larger creditor than it ever intended 1o
124 or thought it was going 10, and as money was borrowed by the
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{11 1994, then the RNC became concerned about getung s money
@ back.
@31 So you had the tension, is how | would put it, between
ts} the creditor and the debtor about Scott Reed always
(5 wanted-you afl do stuff, do stuff, do stulf, so you all can
6] raisc money, and Mike Baroody is very deliberate, very
m thoughtful, a true intellectual with a very different pace.
8  The other thing that [ think led to the tension is [
1# traveled a lot, and [ didn't have an office at the National
1to) Policy Forum. I ncver tried to-you know, | was not running
119 the National Policy Forum on a dayo-day basis. Mike did,
I'2 but lots of times, he would need information or want
113 something, and he would have to go through Scott or go
{14} through somebody else who worked at the RNC because that is
115 how he found me. | mean. the RNC was sort of my day job,
{16] and the National Policy Forum, ] was not nearly as involved
17 in. ] think that rubbed-that that rubbed wrong, but | have
(18] total confidence that there was never any time when the
(19 separateness of the organizations, organizationally,
o) functionally, managerially, operationally, ever merged.
R Senator Akaka. Between the founding of NPF in 1993,
(25 Junc, and 10 months later, you did some fund-raising at NPF,
123 and that was about Aprif of 1994, fund-raising dtid not go as
124) expecied. as | undersiood, and it was at that time that Mr.
125 Volcansck began to look for 3 way to let the NPF repay its

a
11} restructured and some of the money paid back. preferably
(a all.
3 Senator Akaka. You may not see the coincidence between
(4 the $2.i million loaned (rom Mr. Young and the vast infusion
(5) of money into the RNSEC. [ do see that. Then the §2.1
- 161 million loan whose funds were not made available to the RNC
- uniil October 20 allowed the RNSEC 10 transfer-and in this
® case, §56,600 to the Hawaii Republican Party on October 25
® and October 26. How do you explain this quick turn-around
[t of money just days before the national election?
‘1 Mr. Barbour. Senator Akaka, if [ could make two
ivay points. One is the loan that you described was made by the
'3 Signet Bank, which is a local bank. It was guaraniced by
114 Young Brothers Development (USA), which is a Florida
(157 corporation, and not by Mr. Young personally. | just want
'(+8 to note that,
I Bu, first of all, the RNC had the funds available if
'ps this had not been done to do every penny that was done to-
‘'] that was put out. The plan that was written was written
=01 {ong before October the 20th. The goal of the national
‘v committee, of the RNC, was that we wanted to put money unto
‘(221 campaigns late. In Federal campaigns not onc peany of this
{231 money could come out of this legally, much less asa
'[24] practical matter, legally they didn't. So we held our fire
feo! until fate because historicallv Republican candidates have a
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{1} loans 10 the RNC and the RNSEC. Is that correct?
9] Mr.Barbour. Yes, sir. The RNSEC. Senator Akaka, is
M simply the State or non-Federal component of the RNC. It is
4} the way the FEC has you sct up your accounts, if you will.
{5} The RNSEC is our non-Federal account, and the RNC did want
161 the Nationa! Policy Forum 10 pay back what jt had borrowed
M out of that State or non-Federal account.
i Senator Akaka. Since NPF was operating primarily on
™ borrowed funds from the RNC, what was the effect on the

1107 fiscal health of the Republican National State Elections

1} Committee?

Pa  Senator Alaka. If 1 might say, Senator Akaka, over the

(+3} period of time, the National Policy Forum spent about §8

{14 million and raised well over 5, maybe 6. S0 it is not

115} really quite accurate to say that it was principaily run on

(18] borrowed moncy, but like a lot of businesses, it was more

17 borrowed money than 1'd have liked, but the effect on the

(18} RNSEC, the State account, as we showed-I'm sorry. [ didn't

{19] mean (o rurn my back to you, but, you know, we had a chart
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' {1 tendency to overspend carly and run out of money. And so

(21 what we tried to do for our candidates, all this Federal
' (3} money, not one peany of which has anything to do with what
" i we're talking about, it's all totally separate, we turned
{ 15 that money loose late because that had been our plan since-
' 0 for months and months and months.
. M Senator Akaka. Mr. Chairman, 1 want to yicld the rest
_ i of oy time to Senator Glenn.
1 m  Chairman Thompson. Senator Glenn?
(1o Senator Glenn. My light is on there. | will reserve
| 11 the time.
lva  Chairman Thompson. All right Then we will go to
‘(m Senavor Nickles.
14} Senator Nickles. Mr. Chairman, thank you very much.
‘18] And, Mr. Barbour, thank you for testilying. And we are glad
i»# that you are here. 1 think there is a contrast. In fact,
itn did you leave the country for a year and then decide to come
‘(o1 back? Did the Committee drag you back?
"9 Mr. Barbour. No, sir, Senator. [ am glad to be here,

t20) up here a while ago that shows that the funds avaifable to ‘o) and [ am honest-{ tell you honestly, after the last couple
t21] the RNSEC at the time of an subsequent to the partial loan 121) weeks of things that were said that were baseless and
t22) repayment by NPF was very healthy-very healthy. 21 totally untrue, | was cager, chomping at the bit to have a
123)  Senator Akaka. Did you as chairman of RNC feel that -(23] chance to testify.
124} without an infusion of soft money to the RNSEC, the .29  Senator Nickles. Are you testifying under immunity?
281 opportunity for 2 major Republican victory in November of 11251 Did you and your attorney negotiate itmmunity and-did you
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it 1994 would be lost? {1 get partial immunity of total immunity or-
@  Mr. Barbour. Senator. as | said. 1 think they got the @  Mr. Barbour. No. Senator, | am not-I don't have any
% chart up, and you can see the availability of funds. 11 immunity. 1 didn’t cven get a tetanus shot,
{9 1said in my testimony carlicr. and [ am not sure - @  [Laughter.]
(s} anybody latched on to it, it was really the National Policy 15t Senator Nickles. You might need one.
167 Forum that needed to repay more than the RNC needed the (& Well, [ just appreciate that. | missed one of the
m money. The RNC wanted the money, but the board of the M wnmunity hearings. [ didn’c know if maybe you were

8t National Policy Forum in Junc had raised the concern in the
9 board meeling about too much debt, too fast, and it actually
110 limited borrowing by the National Policy Forum, and the
(1} National Policy Forum. | feared. and I know Dan Denmng
1121 feared, and Mike was sort of leaving at this time, but I'm
(13] sure he sharcd the concern because, even though he's
114) Jeaving, he cared about-he cared about things being
i'si right-the problem that NPF had was that they were goung to
{61 end up with no source of credit; that the RNC could not just
{'n beanopen checkbook, you know, that they were lending moncy
118} thinking that they would get paid back, and titimately. that
119} was gowng to not be defensible anymore.
2o I 1 had had 1o run for reclection in fanuary of 1995
21 as chairman of the RNC and said, oh, by the way, the
1221 Nauonal Policy Forum owes us $2.5 million and hadn't pad
1231 any back, | would not kave liked to have had to run on that
'24) CAMPIIEN in January, bul it was really the NPF knew that at
125]_ some point, you could no longer justify, unless this was

19 requesting that. 1 make Light of that, but { do appreciate
™ your cooperation. ! think that speaks weil lor you.
ot Lct me ask you z question. A lot of people alluded to
(111 the fact of the National Policy Forum. I was on that board.
1'2 Did this group launder moncy?
ny  Mr Barbour. No, sir.
(14 Senator Nickles. Did this group break the faw?
(t5) Mr. Barbour. No, sir.
116 Scnator Nickles. [ would like to know if they did, and
' | have heard allysions to that effect.
{4 This group, at 1cast as far as [ know, was really
['9) engaged in trying to have a lol of policy forums. pubiic
i20} forums, 2 lot of public involvemnent. 1 am going 1o ask
(21 staff if they would put onc of these grassrools level public
{22y forums up. Do you have that? Just to make mention of that,
123 | see dots all across lhe country. There is onc in
j2¢] Oklahoma, and 1 will ask them if they would put up a litte
125) sheet that we have in Oklahoma. This 1s nol in cvervbody's
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(r} record, but it us one that we-this 15 2 public forum. No.
{21 if you would hold up the one on educayon, to back up.
3  But tus is one, the only [ parucipated in across the
{a} country, at least in my State, this is one dealing with how
(5] we get at-risk kids, kids that were falling out of schoof,
18] dropping out of school that were in trouble, possibly going
t to jail or really their lives were heading in the wrong
(w direction. it was kind of a deal in canjunction with the
® National Guard's academy where they put the kinds kind of in
t101 3 boot camp.And it worked. These were really kids-and
{11} so=and | notice-! glanced in your book, "Listening to
121 America.” | know you spent a lot of money. You lost a lot
t13) of money, frankly.
ne)  Mr. Barbour. Yes, sir.
{15} Senator Nickles. Publishing different things. This is
i'61 a book, “Listening to America,” that [ guess compiled this.
{11 And 1 just glanced at it. It had maybe two or three
{ta} paragraphs on these boot camps for kids, at-risk kids,
119 troubled kids.
1200 Then I notice you have a lot of pages on 2 Jot of
1) different issues, but this was really substance. This is
22 meat and potatoes on how we can make life in America better.
123 ‘And that is the reason why [ held up that first chart where
R4} it shows you had these hearings all across the country.
rs)_This is not a frivolous~you know, some people have alleged
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1 thewr (cf84) status either. But [ look at the compatison.

' 121 and it looks to me like the IRS~-and | happen to be chairman
@ of the Taxation Subcommittee in the Finance Committee, and
! it docs look to me like this was not consistent in granting
s one to the DLC and not granting it 1o the Policy Forum.

.  1am toubled by that. It looks like they are playing

M some type of ideological game here.

18 Mr. Barbour. Senator, could [ just respond 1o
9 something you said? There is an Exhibit 10 that we have

l(sat that makes your point from the Democrats’ perspective, if it

'(11] €an be put up, what the DLC says about the DLC. Senator

111z Lieberman: This is my vision for the DLC, building up the

‘113] DLC as the intellectual center of the Democratic Party, one

1114} that will re-establish the Democratic Party as the American

1115) people’s best hope for opportunity, upper mobility,

[ civility, security.

‘tn The DLC's own home page on the Internet, under the

|t leadership of co-founded and president,Al From, the DLC is

1% helping to rebuild a new Democratic majority.

1200 In fact, in the DLC's charter it says it’s dedicated to

‘211 building a Democratic majority. It's not too late, the DLC

‘(221 publication 3ays, to join our effort to keep the Democrat

‘@3 Party from sliding into permanent minority status.

‘241 Senator Robb, a former chairman, the DLC, we want some

'125)_independence, but we definitely want this to be a joint
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11 that this is a group that was engaged in money laundering
{21 and foreign sources and stuff, and ! think that is hogwash.
Bl Mr. Barbour. Well, Senator, it is-1 mean, if you were
i) doing that, you'd sct up a boiler room with three telephones
18 and a pot office box. This was a very serious and | think
@ very high quality-and [ appreciate your saying what you
M said-cffort 1o allow people to voice. If they'd put that
@ prior Oklahoma thing back up on the screen, what [ was going
M (o explain to the vicwers, unless I'm mistaken, this was 2
o) newspaper ad, a copy of 2 newspaper ad that was run in the
1111 local paper to invite the public to awend. That is what
(12 this deal would be for. And every time we'd have a forum,
13 we would invite the public to attend with an ad like this,
{rs} and as you know-and | think some others attended-there was
(15) no vote for anybody, there was no campaign, there was no "“we
18] don’c like Bill Clinton, * there was no "kick the bums out.”
117 It was all to talk about this.
14 And the subject you mentioned about the National Guard
119] and the boot camps, very rypically, a forum would be built
1z0] around some local effort like that, that would be the sort
211 of central building block of what we were doing. 1 wanted
22 people to understand what that was. That is an ad to invite
{23] the public to come.
12¢)  Senator Nickles. Well, 1 mentioned that because [
1281_think you had that-f think it is evident that you had a lot
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* % venture with the party. talking about the DLC.
(71 Al From. the president of the DLC-
M Scnator Nickles. Let me intetrupt you just a tad.
. @ Mr. Barbour. Yes, sir.
| 15 Senator Nickles. 1 think what | am going (o do is just
i o1 {or the information of our collcagues that have an interest
| m in this, | am going to write the IRS a letter with these
{ (8} Quotcs in mind, and take quotes from thelr letter which
I o denied (c)X4) status to the Policy Forum and see how that's
|v0y consistent. Our tax policy and those who are granting
l11] starus on (cX4) or (c)(3) should be non-partisan. And it
(12) appears in this case they haven't been non-partisan, and I'm
l(13] woubled by that, so just for mty cotleagues’ information,
4] Also, looking at the Progressive Policy Institute, and
its) 1 notice that it has the saine address and so on as the DLC.
i@ Now, this is 2 501(c)(3).
.M Mr. Barbour.That is my understanding, Scnator.
(18 Senator Nickles. Now, correct me if I'm wrong, but the
i@ (€X4) status that the Democratic Leadership Council and the
‘R0 Republican Policy Forum had, people did not get tax
121] deductions by writing checks to those groups. Is that
‘[z correct?
;@3 Mr. Barbour.That's correct.
.f24) Senator Nicldes. They had to pay-contribute to those
izzﬂ with afier-tax collars. But a (cX(3) organization is a
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(1 of this, plus you put out 2 magazne. | believe called

(1 Commonsense.

™ Mr. Barbour. Yes.

1 Senator Nickles.And that was on issucs. Now,

{s) granted. most of these papers were written by Republicans.

1 I will ask you a couple questions about losing the IRS-not

M deduction. You lost the IRS classification of (¢X4)

0 organization; is that correct?

@  Mr. Barbour. The IRS has not recognized the (cX(4)
[10) status.
i1 Senator Nickles. And they said basically the Policy
12 Forum was too partisan?
13 Mr. Barbour That is essentially what they said, too
114) Republican.
11si  Senator Nickles. Too Republican. | am concerned about
(8 that 1t comparing the Republican Policy Forum to the DLC.
7 And | looked at the DLC, and | heard somebody say, well,
('8 they had the same chairman. But right now the policy-or
1'9] the DLC chaired by my good friend. Senator Lieberman, but
1201 also, 1 think Mr. Romer is the vice chairman, he also
121) happens to be chairman of the DNC, Democratic National
(221 Committee. In looking at all their leaders. they all happen
23 to be Democrats. and that is fine. my point being it looks
[24] like 1t's very-it's 2 Democrat organzation.it's a
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11 charitable organization. Those are cax deductble: is that
@ correct?
. Mr Barbour.That’s cofrect.
#} Senator Nickles. And looking at the Progressive Policy
(s Institute. its agenda looks like it is trying (o move
18] American policy to the more liberal type philosophy, and
M this is a ax-deductible organization.
)  Senator Licberman. Don't tell our contributors that.
[ We are trying to move in the other direction.
1ol Senator Nickles. Now, the-my point being. did you
{'91 have a (cX3)? Was there an organization in your group that
('21 somebody could get a tax deduction {or contributing to? Did
{13 you have some think tank or something that was deductble on
(14 the Republican side?
1S Mr ur. No, sir. The National Policy Forum never
(15} sought (cX3) status, and our donors never were able to have
n7 1ax deductibility. We didn't think that that would be
ne) right.
(19} sgemtor Nickles. | understand. Now, is there a-l
1201 heard a couple different answers on whether or not there was
121 a PAC run out of DLC. and [ heard Senator Lieberman savd
(22 there wasn't. But I'm Jooking a1 this address. Is there a
{23 politscal organuzation that makes campaign coniribulions
124 using the same phones and same personncl?

(@$] partisan organization. And I'm not sayving they should lose @25, Mr. Barbour. Senator Licberman will have (o answer ——
Page 224 - Page 229 (40) Min-U-Scripte Miller Reporting Company, inc.
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11} that question, but Senator Lieberman-

Senator Nickles. To your knowledge?
Mr. Barbour. | do not know specifically, Senator. |
st know that, like you. Senator Licberman announced the
formation of the new Democrat nerwork and that the public-l
thank the political community took it to be the DLC’s PAC.
But to me it makes the pount that like-minded organizations
can work together and that just because Senator Licberman
announced it doesa't it part of the DLC.

Scnator Nickles, [ understand, and [ am not saying
that they did anything wrong. My poine being is | think we
1'7) necd to have fairness and equity from the IRS, and 1 am not
113 surc that it has happened in the case with the Policy Forum
{14 compared 1o the DLC. [ appreciate your cooperation.
151 Thank you, Mr. Chairman.
116) Chairman Thompson. Thank you, Senator Nickles.
1tn Senator Durbin?
(4 Senator Durbin. Thanks, Mr. Chairman. Thank you, Mr.
p1st Barbour,
200 Mr. Barbour. Thank you, Senator Durbin.
(21 Senator Durbin. Mr. Barbour. what is your opinion of
1221 an American citizen who would renounce his citizenship 10
[2)] avoid laxes?
2  Mr. Barbour. | wouldn't do it.
125} Senator Durbin. What is your opinion of someone who

e
{1
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m fact, when he became president of the Nauonal Policy
22 Foundation.And in his deposition on pages 79 and 80, he
(3 remembers it a litue differendy. Did you express your
m concerns [about Mr. Young being a ax exde] ta Mr.

81 Barbour?”
@ “lbelieve] did.”
M "And do you recall when that occursed?”

" “Atabout the time this tax cxile thing was in the

' ¥ newspapers.”

‘a1 [ believe that he was the man %o was in charge there
‘1 in 9% and '96.

. Mr. Barbour. John Bolton was president of the National

1131 Policy Forum in 199% and 1996. Of course, at not time

itr4; during that-this lcan had been done long before that and-
s Senator Durbin. Wouldn't it have just crossed your

1(*81 mind if you were going halfway around the worid to meet with
117 2 man and ask for money to figure out what hus citizenship
lir; status was and whether he was an American citizen?

et Mr. Barbour. Senator Durbin, the guarantor of this

@01 (oan was Young Brothers Development (L5A). It was a Florida
'f21) corporation. The president of it was a former charman of

‘22 the fepublican National Committee. The secretary treasurer
.23 and general counsel was a formet counsel to the President of
124} the United States, Gerald Ford.

‘@8 ___ Senator Dusbin. But, Mr. Barbowr, Mr Barbour. the man
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1 would?
@ Mr. Barbour. It would just simply depend on the
@ circumstances. | wouldn't want to judge somebody without
i) walking in their shoes. But [ wouidn't do it
15 Senator Durbin. Well, I'm going to ask you to judge,
51 because here we are talking about 2 man, Ambeous Young, who
11 betame a big benefactor to the Republican Party indirectly,
% to the National Policy Forum directly. And that's what he
m did. He renounced his U.S. citizenship, and according to a
(o1 memo at the RNC, did it for tax purposes.
117)  When was the first time that you were aware that Mr.
17) Young had renounced his United States citizenship?
013 Mr. Barbour. During the time that the loan guarantee
[t} was being discussed, somebody said they thought he, Ambrous
151 Young, had once beéen a citizen of the United States, that
114 his wile was an American citizen, the children, who were
' grown, are all American citizens, and that he had once been.
1'&) | don't remember who it was, but I do recall that [ wasn't
9] sure whether that was true or not. [
200 Scnator Durbin. Did you~
1211 Mr. Barbour. I have~when [ actuaily found out with
[R] some certainty was when the records were being reproduced
123 for the Committee, that there was a potation in there (rom
4 our Finance Deparument that apparently they had received a

251 calf saying hie’s given up his citizeaship and Steve is going el campaigns or our think 1anks. But apparently that didn't
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1 to start attending the meetings.
71 Senator Durbin. So did you say at thay point slow down
31 with Ambrous Young, I'm not sure that we ought to get
wp involved with a man who walked away from his U.S.
151 citizenship to avoid paying taxes, and now wants (o be a big
(@] benefacior to the Republican Party? | mean. Me. Barbour.
m you and | go 1o a Jot of events where we wave flags and we
) sing along with Lee Greenwood and we're all for America.
@ Didn't it just give you some pause or hesitation 10 say, you
{105 know, this may be hard to explain to the loyal patniotic
1) Americans who make up the supporters of the Republican Party
121 why I'm spending time on a yacht, going to trips 1o China,
113 making a litde trip to Korea, inviting this man {0 have a
1a) personal meeting with Newt Gingrich and with Bob Dele?
115 Dida't it ever dawn on you that this might not be the
16} night approach to fund-raising for the Grand Qid Party?
'n  Mr. Barbour. Senator. [ must have misspoken. [
118 miended 10 tel] you that 1 found out this year, in 1997,
o] when we were getting out all the records to deliver (o the
2ot Comrruttee for thus investigation, 15 when | found out that
1217 Mr Young had given up his citizenship.
1221 Scnator Durbin. And the name John Bolton is famuliar
23] o vou, I'm sure?
1299 Mr. Barbour. Oh, sure.
1251 Scnator Durhin. lle answered 1o vou, as a matter of
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(1] you were yachting with was Mr. Young. The man that you were
@ touring China with was Mr. Young. The man you were inviting
| m to Korea was Mr. Young. The man whom you brought in and
! /a1 said we need your counsel on Asia policy-they got the
' 15 letter here. It 13 a very flowery letter, you are going to
# be our man on Asia policy-was Mr. Young. The man who had
™ renounced his US. citizenship. and you never asked?
| @  Mr.Barbour. No, | never asked the man what he was-
| m where he was a citizen, Just so you'll know for the record,
it1oy Mr. Young did not go to Korea. You mentioned Korea twice.
[t Senator Durbin. | think he was invited.,
(13 Mr. Barbour. You mentioned Korea twice. In Korea, [
'3y went to the conference, leaders conference of the
!m} International Democratic Union, and Mr.Young did not go to
11§ Korea.
[t Senator Durbin. Well, let me just tell you this: 1
N don't know what life was like in Yazoo, Mississippi, where
ifg you grew up, but | can tell you what life was Like in East
lmg St. Louis, [linois, and these good nuns at St. Elizabeth's
|m School gave me this book, “Man Without a Country,” and 1 had
'@1j to read this right along next 1o the Bafiimore Catechism
'z about people who walked away from the United States. And |
1123) just don’t have the highest regard for them. nor do [ thunk
|24 that they frankly ought to be bankrolling our American
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! (q cross the minds of many people who were making decisions at
i 12 the RNC or the NPF
‘m  Let me go to your bar chart for 2 moment here that
| | shows all the money on hand. If you can put that up, if
' (51 somebody wouid put that on that eascl there, o of you could
18) bring 1t up to the monitors here.

.M Can you tell me-now, are you referring here to the

" @1 Republican National State Election Committee balance as of
- @ October 20, 1994, to make your case that you were flush with
.ol money and didn't need this $1.6 million from the NPF?

11 Mr. Barbour. The green bar represents tatal non-

121 Federai funds available, which is the RNC balance plus the
{13 pre-approved line of credit balance that all we had to do

|14] was write a check on.

1S Senator Durbin. If we could put our-

(6l Mr. Barbour. So those two, those two figures 1ogeiher

{#7 totaled the green bar-

nsl  Senator Durbin, But what funds-

(19 Mr. Barbour. ~which is the funds available. Non-

120; Federal.

@1 Senator Durbin. What committces?

{221 Mr. Barbour. RNSEC, non-Federal,

{23 Senator Durbin. RNSEC, non-Federal. Well, it me tell

.{24} you, your FEC filing for October 20, 1994, 1s inconsisicnt
{25L_with this chart_[t savs your beginning cash on hand was
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11 $713.000 and you show $5 million And what is really
(2 curious is if vou did have §713.000 on hand, that would
B} explain why you needed thus money from the NPF This was
¥ the fund you used to distribute to the State parties for
5 soft money accounts. And let me tell you something else.
1 If you were so flush with money, why during this same period
m of time, the next month, did thiy same fund. the Republican
{8 National State Elect Commitiee, borrow $300.000 from the
m Signet Bank?
110 Something is really inconsistent with your bar chart
11 that you've given us and the FEC report Schedule 1 on file.
12 Mr Barbour. Senator Dutbin, let me grab these figures
(% right here, but [ can assure you that the bar charts that
1141 *omebody is taking-well, it is here on the screen stil)-
19 accurately reflects the amount of funds available to the
16 RNSEC on the dates shown, and-
(17 Senator Durbin. Well-
(1s; Mr. Barbour And I will venture o say, without fear
1» of contradiction, of accurate contradiction, that it's going
20 to comport with what the books showed that day.
@1 Senator Durbin. Well, let me tell you, | asked-
{221 Mr. Barbour. Let me-let me-let me give you here that
31 on-1've got the figures. On November the 20th-I'm sorry.
4] October the 20th. non-Federal funds available. $5.053.521
1281 less NPF payment 1.6, leaves $3,453.521. It includes the

Pape 229
{11 chairman then. But the day they found out, they returned
@1 every pennydf it.
] Senator Durbin. Thac's exacdy what happened on our
4 sicle of the tabic at the Democratic National Committee when
15} the same discovery was made that money was transferred to a
| 161 corporation that did not have the money, that didn’t have a
+ (M profitable year, and much was made of that. The money was
8] requrned. S0 your vetting process may have been better, but
" [ at least in this instance, you ran into the same problem we
.[101 ran into tryiag to figure out whether the companies that
{11} send money 10 our National commitees actually are
02 profitable companies or whether they are drawing loans from
'113] overseas which are an improper basis for a contribution.
4] Thank you, Mr. Chairman.
11181 Chairman Thompson. { want (0 take a2 minute of my oom
neg tme.
irn  Mr. Barbour, you have managed to provoke something here
{181 that up untd today we haven't been able lo achieve, and
i1'# that is apparently 2 sensc of maral outrage, We have heard
i20) about $50,000 buying a radio presence with the President.
t2ti We have heard of the §100,000 buying an audience with
‘122 somebody over at the NSC. We have heard abaut drug dealers
(23] and arms merchants in and cut of the White House. But today
.24 Mr.Ambrous Young has provoked moral outrage.
‘@s1__ [ think-this is 2 gentleman who escaped mawnland China

Page 237

(1} batance in the RNSEC accounts and it includes the pre-

2 approved line of credit that we could draw down on by

™ writing a check. And, Senator, I will tell you that during

14 this period of time we gave $500,000 out of the RNSEC

181 account to the building fund. When you-

%  Senator Durbin. Let me just suggest to you-

M Mr. Barbour. ~put money in the building fund, you

8 can’t ever get it out.

™  Senator Durbin. Now | can understand why you come up
1oy with this $5 million. You are talking about a line of
{11 credit available to you, but one you didn't use. In fact,
(171 you borrowed $300,000. Yau used the moncy from the NPF
{131 What gets me here is you make a2 mad dash with the letter to
[14) Mr. Ambrous Young, this fellow who renounced his U.S.
1181 citizenship, telling him get on board in August of '94, this
18 is 2 big campaign and we need you. Then you go through this
(11 mad scramble to try to get him to do the loan guarantee
(19 right up to the very last minute of that campaign. You get
1'% the MOney, MOVE it on over 1o your account, send it out 1o
f20; the States to make sure it's put in the account and filed
f2n after October 20th so that they can use it for soft money in
12 the campaign. And you come here today and say we didn't
{73 need it, you know, we were just kind of building up an
{241 account and it wasn't that imporcant. This is hard to
28 follow. and it's hard to undersiand.
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i (1] at the age of 14 and went to Taiwan and literaily went from
' @ rags to ciches. He is an Oriemal gentlerpan and was a
13 citizen of Taiwan the entire time that he was 3 cilizen of
. 4 the United States, came here for medical treatment, has
! 81 children that are U 5. citizens. | think he compares pretty
! 16 favorably to some of the other characters we have heard over
| (7 the last couple of Weeks.
®  Senator Specter?

. @ Senator Specter. Thank you, Mr. Chaisman. | am not

1101 sure, Mr. Chairman, about moral outrage. Mr. Barbour is a

111 highly touted witness, but our hearing room is almost empty.
(2} Mr. Barbour, 1 think you ought to know that. Of course, you
!ml can take 2 look and see for yourself. The bad news is we

(141 don't have a vote untjl 8:30, but you will probably be

{15 finished. You are not going to be rescued by it.

i'®  Mr. Barbour. Senator Specter, having been a Republican
!nm in Mississippi in 1968, I have played to a lot of empty

1118 rooms in my day. So my feelings aren't hurt,

09 Senator Specter. Well, | remember when you ran for the
‘j20] Senate in 1982, You played to a few empty rooms there, not
‘@1 toc many Senators on the floor, customarily.

@ Mr. Barbour. ] compliment you on being an effective
123 witness. | want to pick up where [ left off with Mr. Becker
24} on an aspect of the Young Development Brothers ransaction

25} which troubles me.And what | am looking for, frankly. is
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i [ got one tast question to ask you. Now, you've talked
@ about your good system. and if you had one, God bicss you.
™ | wish the Democratic National Committee had as good a
[¢ system to vet contributions. But when it was all said and
15 done, i3 it not ttue that this year the Republican National
¢} Commitice decided 1o give back over $100,000 to Young
) Brothers (USA)?
®  Mr Sarbour. Vircually all of which was contributed in
m 1991 and 1992, $25.000 of it from 1993~
oy Senator Durbin. And the reason-
{11} Mr. Barbour.That is absolutely correct.
b2 Senator Durbin. And the reason it was recurned?
(131 Mr. Barbour. Is because the committee, when they
114) accepled the contribution in 1991-1 wasn't there,but as |
(15 understand it, they got a check from an American company
[1g) drawn on an American bank, the president of which was a
7 former chawman of the RNC, and that apparently, from
tis} looking at the records, the Young Brothers people thought if
19 they loaned the money from Hong Kong to the Floridacompany,
t20 that that made it okay, and that they found out in 1997 that
t21} that mught be a problem. the RNC followed up on it and found
221 out that the moncy had been loaned-
) Senator Durbin, Well. you know what, Mr. Barbour-
[24] Mr. Barbour. -and that therefore the RNC, the day

{251_they found out, Senator Durbin-1 wasn't there. ] wasn't
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(11 reform. 1 do not know that we are going to accomplish very
" tat much on asscssing biame in the course of these hearings. |

. (31 tuink there is a big difference in the Young Brothers

' ) Development matter than what Mr. Huang did at Stephens and
18) the secret information, but there are aspects which trouble

& me here.

M There cannof be a contribution directly by a foreign

# corporation, Young Brothers (Hong Kong), 1o the Republican
@ National Committee. And the essential guestion which | said
{101 yesterday is whether this was a genuine comunercial
{11 transacuon or a subterfuge or sham.And if you collapse
121 1t, it looks like 2 sham.
1 If you start with the proposition that $2.1 million,
{14 which turns out 1o be collateral security. is transferred
1151 from Young Brothers (Hong Kong) to Young Brathers (USA). and
{16] then 1s used to guarantee a loan 10 the Natjonal Policy
1171 Forum and they use that money then to repay obligations to
{18 Republican National Commiltee, you could be doing indirectly
(*9) what you can't do directly. And one of the things that [
20! tunk we ought ro do is ro make modifications in the law to
{21 stop indirect activity which is prohibited on a direct
122 matter.
7 The letter from Baker. Hostedler said that “We have

2& been assured. and assume it Lo be true, that the partial

1251 rcpavment by Nayonal Policy Forum of such outstanding loan
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11} abligations will not be made to a political committee as
12) defined by the act.”
*  Now: ] understand since taking this up with Mr. Becker,
1t that the political commutices may have been State comsmuttees
(51 as opposed (o the Republican National Commattee. But the
18] yuestion § have for you is: Isn't this the sort of 2
(7 matter. looking prospectively to the future, that we ought
@& 1o iry to deal with in 2 Jegislative way, not intended
19] necessarily by what you did here. I'm not going to make
(0] that mderence. But if you collapse the lransaction. isn't
111 that the sort of a matter we ought to prohibit in
1121 legislation in the future?
1 Mr Barbour Senalor Specter, certainly it is
{ta] something everybody ocught to understand. The Federal
115) election faw, Federat Election Campaign Act, regulates
1161 activity. specifically the Supreme Court said of
1n election or defeat of a candidate for Federaf office. If it
(18 regulates Federal campaigns, the ™o parties, the Democratic
119) Party and Republican Party, are both national parties. We
(201 are not Federal parties. We are national parties.
Y When 1 was chairman of the RNC, we helped support Tom
221 Ridge in fus race for Governor. We helped support the
123 Republican caucuscs in the State legislature in
128 Pennsylvania. We helped support people running for local
r2si_office. county commissioner. 50—

lost $2.5 ml. But all | ask you, Scnator, 15 | think of
everybody understands what the law is, why there are
scparate State committees with the RNC and DNC for State,
and that you should know~and | want to say-and I'] be
brief. There is no osmosis. The FEC makes us account very
steingenuy for the segregation of the Federal and non-

Federal.

Senator Specter. Mr. Barbour, let me ask you to

supplement your answer, think it through, and you might have
some suggestions for the Committee, because [ want to rurn
[t1] to one other subject, and it is the subject of advocacy ads

1+ and issue ads, which | find enormously troubling.And a

1y 501{cX4) can run issue ads, but nat express advocacy, and

{141 this is a subject [ took up in some detail, as did the

‘115) Chairman.Senator Thompson, with Attorney General Reno when
{181 she appeared in this room back on April 30th on a Judiciary
(17 oversight hearings. And the Federal Election Commission

[:8) defines an advocacy ad as "language which, when taken as a
{19f whole, can have no other reasonable meaning than to urge the
20) clection or defeat of a clearly identified Federal

2y candidate.”

@ 1'want to read you one of the commercials which were

) prepared or edited by the President, a matter that { sent to

12¢) the Attorney General and asked her whether this was an
.@5) advocacy ad because. candidly, Senator Thompson and [
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1 Senator Specter. Mr. Barbour, the fact is that you
(a1 have supported 2 lot of Republicans who are on this
3 Commitice, and the Democratic National Commiittee has
14 suppotted a ot of Democrats who are on this Committee. And
Ist we have 2 heavy duty to try to put that aside as we work for
1 the common intetest in trying to legislate for the future.
11 And ! understand what you ar¢ saying, and | have another
{8l question | want to ask, and 1 have only got 10 minutes.
@ Mr. Barbour. Yes, sit. I'm sorry. [ was just going
1'0) to tcll vou that the reason the FEC has a State and 2
(111 Federal is they know that we do things for State clections,
(1] and that's why they make us have a separate State account
{13} and a separate Federal account.
114 Senator Specter. Right, i-
5] Mr. Barbour. The State account isn’t covered.
118} Senator Specter. { know you do, Mr. Barbour, and the
{71 question is that these funds go from one to another by
'8 osmosis through transparent shiclds. And there is an awful
(191 {ot of overlap. and | know it is 2 very heavy responsibility
{20 10 try to deal with national organizations which do have
1211 responsibilities on the State level.
1222 But what | am searching for is some way to insulate the
(23] process so that we don't have loreign money coming
124} indirecuy inlo State elections. even though that may be
12s1_legal at the present time. Do you think that is a subject
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111 couldn’t make much progress in the hearing.And this is 2
 commercial: “Protecting families. For millions of working
) families, President Clinton has cut taxes. The Dole-
) Gingrich budget tricd to raise taxes on 8 million. The
" 181 Dole-Gingrich budget would have siashed Medicare $270
" 1 billion, cut college scholarships. The President defended
™ our values, protected Medicare, and now a tax cut of $1,500
" (aj a year for the first two years of college. Most community
® college is free. Help adults go back to school. The
‘o1 President’s plan protects cur values.”
{1 And my question to you is: Shouldn't that be
|12 considered as an ad? 1 am not asking you whether
{13 it is legally. But shouldn’t that be considered as an
im; advocacy ad and the type of an ad which S01(cX4)'s like the
1) National Policy Forum or the Democratic Leadership Council
‘trar aught aot to be able 1o run from foreign contributions?
‘1 Mr. Barbour. As you know, Senator, the National Policy
(m Forum didn’t run any issue advocacy ads at all, so 1 just
{9y wanted to make sure you knew that. But, Senator, this was
1201 one of the new developments of the 1996 campaign. It
‘;21) started with the AFL-CIO. But you're right, for the average
122 viewer, you can't tell the difference between that and a
{23t political ad that says "Vote for Bl Clinton.”
24y The AFL-CIC ran more than $50 million worth of them.
128 The DNC ran them. Ultimately the RNC ran them. [t never-
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1 worth our exploration for remedial action for reform for the

@ future?

@31 Mr. Barbour. My understanding of the law, Senator, is

4] that foreign money is not to be used in any kind of

151 elections in the United States. That is my-that the States

18 have laws, but | don"t-I Jon't want to hold myself out 10

™ be an expert.

81 Senator Spccter. Mr. Barbour, in a sense, don't you

191 really get moncy from Young Brothers Development (Hong Kong)
p1e) which goes through the money to Young Brothers Development
11y (USA), which is 2 guarantor, and ends up paying the money to
(121 the bank, Signet, which loaned it to the National Poticy
;3 Forum, which repays the money to the Republican Nationa)
s} Comumuttce? isn't there something there that we ought to be
o5 working on to try to change for the future?
('6;  Mr Barbour. 1 think if you wanted to say that parties
{+n couldn’t fend money to anybody because they might get paid
118) back out of money that the group that they loaned the money
*9) to could legally raise to pay back-
1200 Senator Specter. But couldn’t go 10 the lender, that's
213 what I'm looking at.
221 Mr Barboue. ! mean., you could do that, from hearing
123 S¢nator Bennett carlicr, therc-he thinks that the
(2¢; Republican National Committee would be better off if we

25)_couldn’t lend money to the National Policy Forum because we
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" (1 as far as | know, we have never scen the issue advocacy ad

2 taken to this level.

m  Itis legal, and the problem with regulating it is the

# First Amendment right (o petition the Government, frec

15 speech. If the ad said Senator So-and-so voted bad on

18] Medicare, call him and tell him to do better. That could

m sound like an election ad, 100, but it may very weil be thac

(# the people running it ate very honesuy trywing to change

@ Senator What'v-his name’s vote on Medicare. 50 it 1s not an
1101 easy thing. but your point is obvious.These things sound
(11} like campaign ads. but there's a hole in the wali they're
{12 getlng through.
(13 Senator Specter. Well, Mr. Barbour. | am not so sure
(4t that chey are legal. That case is on cert to the Supreme

1151 Court of the United States today, and my legal opimon 1

(+6) that they are clearcut advocacy ads.And | wrole 2 leites
{171 to the Attorney General, and | would ask that my lctter to
18] her and her response 1o me and the response from the Federal
191 Election Commission be made a part of this record. |

120] haven't made it a part of the record for almost 5 hours when
211 | made a (loor statement today. But these are very, very

:22) tmportant matters looking to the future.

23 And when { wrote 10 the Attorney General and asked her
{24) for her opinion as to whether thesc are advocacics of 1ssuc
125]_ads she declined to take a position, saying thus was a
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1 matter for the Federal Election Commission. Up until that
21 point, 1 thought the Attorney General was the chief law
1 enforcement officer of the country. And the Federal
4 Election Commission wrote me a letter saying that this had
i1 aiready happened. They only gave opinions for prospective
@ activity.
m 5o we will have 1o work it through ourselves, but the
w real charge of this Comumittee is to ake what has happened
™ here, and | am not saying the National Policy Forum ran
(1) advocacy ads. 1 don't know that the Democratic Leadership
t11] Council ran advocacy ads either. | just know you could do
[y it
1t  And I for one wouid very much appreciate your thinking
114) as we move into the reform stage as to what this Committee
[*s} is going to be doing.
(tef  Mr. Barbour. Yes, sir.
11N Senator Specter. Thank you very much.
119y Thank you, Mr. Chairman.
1'% Chairman Thompson.Thank you, Senator Specter-
o Senator Torricelli?
21 Senator Torricelli. Thank you, Mr. Chairrnan, very
=7 much.
@n  Mr Barbour, it occurs to me that the most notable
f24) thing about your testimony is not that you were the first
s Republican to appear before this Commiltee, but I noted that

) at the tise. The accurate answer o the question s
@ contuned in your FEC reports, which indicate that yoy had
{31 §713.000 available. Indeed, during the course of October-
* 1] this is in the non-Federal account. which I'm told is the
§) source of over 90 percent of the conuibuuons you make on 1
1) non-Federal basis-you had a balance of $713.000 in your
! M October 20th report.
@  Indeed. during the month of October 1994, there are two
® days in which, in fact, you were probably running a negative .
') balance, that you had written checks at or in excess of what
({11) You acrually had in case on hand.
'p1 The result of all that, Mr. Barbout, would be that, in
lita fact, you agranged to have this repayment of money from the
i(v¢} National Policy Forum of $1.6 million because, in fact, for
i8] your obligations to State parties, you really had no choice.
{18y The amount of money that you distributed to 21
|{'n different States would not have been possible in your non-
‘(11 Federal account if not for the repayment of money from the
'{1e National Policy Forum originating with Mr. Young.
' Mr. Barbour. I know that’s your testimony, Senator
‘2% Torricelli, but it is not accurate.
2 Senator Torricclli. I'm asking you a question.
(23] Mr. Barbour. Let me just answer-
‘12e] Senator Torricelli. It may not seem like it, but I'm
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{11 you were born in 1950.

22 Mr.Barbour. No, sir. | was born in 1947.

™ Scnator Torricelli. 1947. Wedl, you couid do a great

) deal of good before this Committee if you could recount

(5} that, in fact, you were 4 years old in 1951. 50 | assume

@ you remember the Kefauver hearings.

M {Laughter.]

™ Mr. Barbour. It is a flickering image in my mind.

™ Senator Torricelli. It iy a flickering image.
o) [Laughter.}
{1} Senaior Torricelli. But it is a very clear image. If
12) you were 4 years old, it was riveting, wasn't it?
19  Mr. Barbour. I'll confess, Senator, that I do not,
{14) except to have seen stuff in the news later as 2 young man.
11s)  Senator Torricelli. And | was prepared to pass, Mr,
18 Barbour. if you had answered that question differendy.
n  Mr. Barbour, much has been said about the comparison of
v the Democratic Leadership~-and 1 only want to deal with it
(19 briefly. Bug, in fact, you do not have any information to
201 share with the Commitice that the DLC ever either borrowed
t21] money or relied upon collateral with any foreign
1221 corporations, individuals or sources, | assume?
@n  Mr. Barbour. Senator, | am unaware of anything about
12¢) the DLC except that it has been reported in the news media
125]_that the DLC was a recipient of a contribution from the

=28 asking-
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S Mr. Barbour. Let me answer you under oath that that is
_ [ not accurate, that the Republican National Committee could
. 1 write a check or checks for the balance that we show up

! 14 there on any of those days. 1 had no-

. 51 Senator Torriceiii. By using a line of credit.
1 Mr. Barbour. ~compunction at all about drawing down
_ (1 on the line of credit to the point, Senator, that an October
¢ the 28th, the RNSEC, the non-Federal account, transferred
! 1 $500,000 to our building fund. To the building fund. It
{10 can’t be used for anything bt construction
1111 Senator Torricelli. Mr. Barbour, let's-
1121 Mr. Barbour. -air conditioning units-
113 Senator Torricelli. Let's deal with cach other~
{'4} Mr. Barbour. I think that speaks for itself louder
115 than anything [ can say.

116 Senator Torricelli. | have limited time here, so
ftvn you'll excuse me if | appear to push you, but [ have to be
119) careful in not exhausting my time. Let's deal with each
‘1194 other honestly. Let's separate out what you had in a line
:[201 of credit.

211  The fact of the mateer is the contributions you made to
\[22 assist in the electoral campaigns of 1994 would not have
'tz been possible but for the money transferred from the

4] National Policy Forum. Either your chart is accurate or
125_your filing with the Federal Election Commission is-because

11 Government of India in 1994, which is perfectly legal if

@ true, but [ do not know it other than it was written in the

13 newspaper.

w}  Senator Torricelli. Fine Thank you very much.

{51 Senator Durbin addressed with you this question of the

16 (inancial status of the Republican National Committee in

1 carly October of 1994. Your chart, I believe, indicated

(® that you were maintaining a balance of over $5 million.

m  Mr. Barbour. Non-Federal funds availabie, yes, sir.
1y Senator Torricelli. And that, Mr. Barbour, is what
(11 \roubles me. You know, we went through questioning of a
(21 number of Senators on this panc) until Senator Durbin asked
('3 his questions. It occurred to me that in my own checking
pap account in New fersey now, which 1 manage my house, at tus
15) point in the month [ probably have less than $1.000. But
(4] have a line of credit for a second mortgage on my house of
{tn probably 200. If you were to ask me how much money | had
'8} available in my checking account and | told you $201.000,
(o1 would that be an honest answer?
2 Mr. Barbour. If you asked me how much money you had in
RN your checking account, we put a chares up of the amount of
#2 non-Federal funds available on every day and on cvery day
23] that chart s accurate.
24  Senaator Torricelli. Mr. Barbour. I think you know we

i 11} according to your filing, you had $713,000 and yet you made
. (2 contribulions in excess of $1.0 million to various State
' (3 parties and other candidacies.
@ Now. esther you would have had 1o use credit, which you
5 didn't, or you had to have Mr.Young's money made available
81 to you in the repayment of a {oan.
m  Mr. Barbour. Senator Torricelli, that is inaccurate.
11 You have failed to recognize, [ believe, that the RNC raiscd
9 money every day; that we raisc money every day, to the
{10} point.as [ say, that during the middle of this, 10 or 11
1t1] days before the cicction, we transferced $500,000 out of
{12 tus account into the building fund. We made internal
(13 transfers at the RNC by hundreds of thousands of dollars.
p4  Senator Torricelli. Mr. Barbour, the report stands for
(15) itself. You have submmutted a legal document with a $700.000
:+8) balance. You distributed after those dates in e¢xcess of
nn $1.5 mulion in contributions, and during several of these
(8] days, vou actualiy had a negative balance in the account,
1% not for the repayment of money from the National Policy
0] Forum.
21 The fact of the matter is. Mr. Young's repayment of
(221 money through the National Policy Forum carried the
73 Republican National Committee into Election Day in 1994,
-24] money that was distributed to 21 States. The impact of that
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251 were looking at how much money the RNC actually hadonhand _ 1251 on the clections of the Federal Government, of which this
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it hearing is about, were, indeed, profound.
2t Mc Barbour Senator Torricelli, in all deference. you
13 are wrong i fact, and you are wrong in effect. Every penny
) of this money was non-Federal money. None of if could go
15 into Federal campaigns.
1 [ heard you say on telcvision that Young Brothers-that
™ NPF loaned the RNC $1.6 million, which is not true, and what
{#) YOU are saying NOw is inaccurate, period.
®  Senator Torricelli. Mr. Barbour, we both know that the
{10) money that was returned from the Young Brothers, the
111 National Policy Forum, and the RNC could not go directly
2] into congressional accounts. We understand that, and you
1y and | know we are not talking about that. Let's be honest
(tey with each other and undctstand we are two people who are
1*5 involved in this process.
(144 What you did is you sent 1ens of thousands of dollars
17 to State parties in 21 different States that in some measure
'y or form participated in campaigns in which 26 members of
19 Congress or candidates for Congress were defeated, which was
120 an wistrumental part of a change in the United States
{21 Congress.That is what you did. { am not saying it is even
@y illcpal.
2y Itis simply a question of establjshing the facts that
24} the National Policy Forum's return of money. that the Young
=81 _Hrothers became a major element in the Federal campaigns of

—

{7 of which 1 want you 10 attest, that at no ume did any of
{2 that money resull in the coordination of what was maued.
™ who was mailed, who was called, what was said; that. indeed,
{4 there was not a coordination of any of those expenditures or
15 the canipaigns during your tenure at the Republican National
8! Committee. Is that your testimony?
M Mr. Barbour. Senator, you are apparendy saying that
] you thought these were independent expenditures that were
® coordinated.
1o} Senator Torricelli. [ am not saying anything. [ am
(1] asking you a question.
{121 Mr. Barbour. The fact of the matter is, the money that
{1 we contributed was controlled by the people that we
4 contributed it 10, but to my knowledge and my understanding,
(151 none of it was spent to advocate the election or defeat of 2
16y candidate for Federal office; that none of it was spent on
i1 anything that would be covered that would be part of an
11 election campaign.
it Senator Torricelli. Well, let's say, Mr.
1200 Barbour-let's try to answer that without the qualificrs.
‘@1 What [ was looking for you tc say is there wWas no
'em improper coordination.
‘@  Mr Barbour There was no-
!rz4p Senator Torricelli. The Republican National Committee
i@si_had no knowledge-
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(1] 1994.That is the only point [ want to estabiish, and with

21 my flecting time, Jet’s just go 1o another one.

1 Mr. Barbour. Well, Senator, | know you have got

{4} fleeling time. Let me just say, what you are trying to

15 cstablish is wrong. It is incorrect and not accurate.

&  Senator Torricelli. Well, we will leave that point

@ alone. Your debate really is not with me. It is with your

{8 filing with the Federal Election Commission, and you can

¥ debate it at will. Let me simply go on to another point, if
g 1 could.
] Soft money contributions that were made from the RNC in
{121 that cycle were $4.6 million to the Americans for Tax
113 Reform, and $650,000 to the Right-to-Life. I3 it your
{w) testimony that (he Americans for Tax Reform Commitice maied
1) 21 million pieces of mail and organized telephone campaigns,
I14] that in no instance did you coordinate, discuss, or evaluate
111 what campaigns would be bencefitted by cither, this pro-life
i8] orgamization or this tax rcform organization, what
(91 candidacies, what campaigns, the contents of those mailings
1201 or phone calls?
20 Mr. Barbour. Senator Torricelli, did you say in 1994?
@2} Senator Torricelli. Through this cycle.
1233 Mr. Barbour. What arc you talking about?
124 Senator Torricelli. The Federal cycle, from 1992
125) elections through the 1994 clections.

Page 258

-1 Mr Barbour. There was no-

{21 Senator Torricelli. -and they were spent genuinely

m independently?
;[ Mr. Barbour. There was no improper coordination,
| (81 Senator, to use your words.
! 1@  Senator Torricelli. That is the testimony | was

m looking for. Thank you very much.

#  Chairman Thompson. Thank you very much.

™ Mr. Barbour. There was no improper coordination.
1oy Chairman Thompson, Senator Smith?
{11} Senator Smith. Thank you very much, Mr. Chairman,
17 Itis interesting, we are trying to account for these
113y dollars. I think Mr. Barbour has given as thorough an
t14] explanation all afternoon here as he possibly can on that,
1% and it might be interesting to know what happened to the
{18) Huang dollars, the Trie dollars, the Cheong dollars, the
,1n Tamraz dollars, the Lippo dollars that we have been trying
{118 to find out for the past 3 weeks. | did not hear the same
119 type of question coming from Senator Torricelli on that
720) particular issue, millions and millions of dollars 1o the
‘121) DNC.We cannot get these witnesses to come in here and tell

(22 us where those dollars went, or where they came from, for
(23] that matier. S0, hopefully, we will get some answers to
.[24] that.
ltzn [ want to touch on two quick things.
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M Mr. Barbour. I believe you have your facts confused,
121 Senator. ] don't believe what you say-that is what threw
me-that [ don’t belicve that that happened in the 1992 1o
1994 cycle.
Scnator Torricelli. Mr. Barbour, let’s broaden the
cycle, then.
Mr. Darbour. Okay.
Scnator Torricelli. In the times in which you were
9 chairman of the Republican National Committee, we will
[10] answet this On your terms on any facts that you went to
[ty present.
Py Mr. Barbour. | just want to answer it accurately,
113) Scnator.
t)  Senator Torricelli. Fine. Well, we will do that.
15 During your terms in which you chaired the committee,
g my information is that $4.6 million went to the Americans
17 for Tax Reform Commitice.
e Mr Barbour. The Americans for Tax Reform.
119 Senator Torricelli. Right. Do you agree with the
(20 number, roughly?
2% Mr. Barbour. { can’t take issuc with a ball park.
1221 Senator Torricelli. And §650.000 went to Right-to-Life
23 Committee, roughly? 1 won't hold you to the numbers.
241 Mr. Barbour. Ball park.
@s1_Scnator Toericelli. What s relevant 1o the testimony,
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! {11 Senator Torricelli. Mr. Chairman, on a point of :
- (2 personal privilege, there is a tendency here, each and every
' @) time | ask questions-Senator Smith wants to use these now
" ] to refer back 1o me personatly, which is certainly his
" 15 right, but ] want the Chair to know that if we persist tn
- [ going that, since that was not an accurate portrayal of the
M questions that | have asked-indecd, we asked very sunlar
# quéestions to the Democratic National Committee, but |
" @ believe that it would be fair, then, that there be time
e given to respond (o them.
(1 1 would not do that te Senator Smith, out of respect to
‘1121 him. 1 am surprised he does it to me. but if he persists,
{13 Mr. Chairman, then, of course, we will ask for ame to
['4) respond.
i1y Chairman Thompson. You can request whatever you chouse
118l 1o request.
1 Senaor Smith. Mr. Chairman?
(18] Chairman Thompson. Senator Smith?
19] Scnacor Smuth. in facrness-and the record will
[20] support me-that is the first time that | have uscd the
(@1 Senator's name in the entire course of these hearings. So |
1221 do not know what the problem is. but 1 do not have tume v
123 get into that right now.
{24l Mr. Barbour, there are a couple of arcas that | want (o
'[25,_go into_First of all in the area of the $01(c), which has
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{1 been questioned here by Senator Nickles and others, | just
121 want to clarify again for the record that the National
1 Policy Forum applicd for this 501(c)X4) in 1993, got no
{4 denial or acceptance, but as you stated, under the law, you
t6 could continue to function until you received word, one way
8 or the other, unti) February 21, 1997, at which time you
M received a denial of this status, after the National Policy
w Forum had gone out of existence. Is that correct?
®  Mr Barbour. Senator, that is exacdy right. In fact,

(16 there is an Exhibit § that traces the chronology.

1 Senator Smith. Right_ [ have that,

12 In addition to the denial-l do not know the exact

113} number, but [ belicve it is a 14- or 1$-paged letter

14} explaining that denial after you were defunct. Is that

[v§ correct?

('m  Mr Barbour. Ycs, sir.

117 Senator Smith. You then responded-you, the

18) NPF-responded to a-not you, but the NPF responded (o the

i1 be somcﬁz’ng sinister or wrong with being on a yacht or
2 having some other meeting with an individual who may, for
(3] whatever reason, have decided to renounce his U.S.

4] citizenship.
151 [tisinteresting, ay we look at this chart, which |
{8 think you have before us now, some very interesting
{n characters here that have had access, Gregori Loutchansky, a
* (8§ suspected Russian mafia boss who attended an October 1993

9 White House Dinner. Did you ever have a dinner with a

\110] suspected mafia boss, Mr. Barbour?

11 Mr. Barbour. No, sir.

112 Senator Smith. Would you ask a suspected mafia boss to

‘;'(u; contribute to the Republican National Committee?

141 Mr. Barbour. No, sir.

(181 Senator Smith. To the National Policy Forum?

ps; Mr. Barbour. No. sir.
(11 Senator Smith. ] think, Mr. Chairman, if you go down
i(fe] this list, and I do not want to belabor it by gaing through

1151 IRS denial with another letter saying, hey, we do not ‘(19 all of them, but there are some pretty bad boys on here, o
9 understand this, here is what we are all about. Now, that j20) put it bluntly, and these people had access to the President
121 was on May 20th. Have you gotten that-has the NPF received 121} of the United States, and | think it is somewhat

[22) 2 response to that since May 20th? 1z disihgenuous for some to make a point about a man who had
@]  Mr. Barbour. No, sir. 231 dual citizenship, who fclt very strongly about his homeland,
(241 Scnator Smith. It might also be interesting to point ¢] Taswan. original homeland, and [ do not have any knowledge
125) out, because 1 know there are a lot of American citizens out .(25)_of what the reason was he decided Lo go back to being 2
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1) there probably watching the hearings tight now, that - (1 Taiwanese citizen. | am not sure how relevant that is o

? probpbly at one point or another, sometimes fairly, often (@ anything, buc if the issue is association with undesirable

[ unfairly, have dealt with the IRS, and in some cases, " @ people, | think that was the purpose of the questioning, not

4] perhaps many cases, unfairly. We might use the term . 1] by Senator Torricelli, 1 might add.

15 “harassed.” So I think they may have some ynderstanding of . 15t If that is the purpose of the questioning, then | think

1 the point [ am trying to make here, but it is interesting to (&) the implication is that maybe there is a little bit

M note-and Senator Lieberman brought this up carlier-that : M more-should I say it might have been a little bit worse on

) when the application was requested for the DLC during the ! (01 the other side than on this side, to put it mildly.

™ Reagan administration, that request came in, in March of ‘@ Soljust want to conclude, Mr. Chairman and Mr.
{ra 1985 and was granted, 2 ] understand it, in November of o1 Barbour, by saying thank you for testifying today. It is

{111 1986, fairly prompt, under most bureaucratic standards, and
[12 so there is a clear dichotomy here in terms of the approach
{13} and how this was dealt with, without getting to the pros and
114 cons of whether the DLC or the NPF how they functioned in
115 terms of their 301(c).

1'6)  The point is they are similar That has been testified

(17 to.and one was approved fairly promptly. One was never

11 approved and was finally denied, uttumately.

um  Now, does it concern you? Do you feel that it is 2

20) coincidence that the [RS, aficr this matter was defunct,

2 after the NPF was defunct, would wait to decide this status

(11} rough to go through this, and ! think the part that has

{na bothered me about all witnesses who have appeared before
(13 this Commilice, on both sides, is the way that you get tried
(4] in the media.
lns  Senator Cochran read some headlines. We had some
ié headlines, frankly, from some on the other side that were
‘(t7 not accurate about individuals before they had the
(18] opportunity to testify here. [ think it is 2 sad commentary
;19 that we have come to this, but [ appreciate the fact. and [
‘1200 know you do, that you have had the opportunity to set the
21 record straght as you see it, and [ appreciate your

22 until after the Commiltee’s investigation was under way? Is 122 1estimony here this afternoon, as [ appreciated the
23 that a coincidence in your opinion? {23 testimony of the others, especially Mr. SULlivan, who |
24 Mr. Barbour. Senator, [ cannot tell you, but the fact ‘;24] thought was very candid before this Committee, who 100k some
125) of the matter is, they did happen about the same time. 28] shots wn the press as well, and [ appreciate the opportunity
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111 Senator Smith. Are you aware that the Joint - 1 to set the record straight. Thank you for testifying.

21 Congressional Committee on Taxation is currendy i@  Thank you, Mr. Chairman.

™ investigating charges that the [RS has improperly focused @1 Chairman Thompson. Thank you, Senator Smith.

t4] its auditing activities in a partisan manner, disfavoring @1 Scnator Cleland?

15 Republicans? 15 Senator Cleland. Let me just say to my good friend and

#)  Mr. Barbour. Yes, sir, and | am aware that the ¢ fellow Senator, Mr. Barbaur, it is nice to have somebody

M Democratic ranking member, Senator Moynihan,and Congressman 1 before our Commuttee that does not have an accent.

# Ranget both have joined in that investigation, both signed ) Mr. Barbour. Thank you, Senator.

® that letter. 9 Senator Cleland. Let me just say, | do not think you
o Senator Smith. Mr. Chairman, I might just point out (19] are on trial. | do not think the Republican party is on
{11 that | thunk if it is possible, it would be certainly my 119] trial. | do not think NPF is on trial. | think the
112) position that we ought to talk to the IRS regarding this 1121 Amesican political system is, and we need your help.
'3 matter. | think we ought to have an explanation from them §13) I am not, quite frankly, intercsted in pinning the il
154] as to the purposc of the denial, and the timing of the {141 on the donkey. [ am not even interested on pinning the tad
118 demual. and [ would certainly defer 1 the Chairman on the 15} on the clephant, but | am witerested in plugging locpholes
1+6 timing of that. but I thunk it would be appropriate at some 6] i exssting campaign finance laws, which have allowed thus
17 pointin the heaeing to get that, cither through deposition 171 incredible, unrequtting, unforgiving, unrelenting,
' or through testimony, whichever the Chair prefers. ug out-of<ontrol race for money in our political system to put
191 Let me just go into one other area, and if we could put sl unmutigated pressure on us atl. Will Rogers once said that
1201 Exhibat 507 up, | would appreciate it. r20] politics has got so expensive, it takes a lot of money just
@1 You are getling a copy of that now, Mr. Barbour. @1 to get beat
21 [ was somewhat taken aback by some carlier testimony 22y | would like to ask you, do you support 2 ban on soft
123 about basically the implication that-and | do not know Mr. 231 money wn Federal elections? )
24 Young. So { cannot comment one way or the other. The 2¢  Mr Barbour. ] suppori 3 ban on soft money in Federal
125} implication-and the Chairman brought it up-that there may 2s_elecuons, ves, sif, and that is the current law. -
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1 Senator Clzland. Well, we have soft money in Federal

12! clecnons. Do you support a ban on soft money in Federal

3 clections?

#  Mr. Barbour. Senator, che term “soft money,” as |

(5] understand it.1s the term that describes money that the

161 parties raised that cannot be spent in Federat eicctions.

M what we call the non-Federal account.

® 1 was saying (o Senator Specter, the Democratic

191 National Committee is not the Democrat Federal Commitiee.
115 and the Republican National Committee is not the Republican
11 Fedcral Committee.
31 As you know, in your State, we support Republican
1131 candidates for State office, for the State legislature, for
t+a the Fulton County commission chairman, and so we make
(*§] contributions and spent money, usually in concert, but not
16 necessarily with our State partjes, that is not for Federal
117 clection purposes. and the FEC says that is not covered by
114 the Federal ban, and [ don't think 1t ought 1o be covered.
191 1If Georgia wents to allow corporate contributions and
i20] New Jersey doesn't, Georgia ought not to have to go by New
(21 Jersey's law, and New Jersey ought not to go by Georgia's
221 law,
2% Senator Cleland. So we are not talking about State
24 laws,

—y—

{1 fNow of political information by special interest.

@  We saw the labor unions spent hundreds of mullions of

@ doffars this year in this past clection. legally as far as 1

{4) know, but when you make the parties and candidates spend

151 less, all Fou do is give the special interest more power,

1 and frankly, you give the news media more control over the

1 flow of political information, which 1 think is very much a

%) step in the wyong direction.

m  1am familiar with the news media, you know, and when
(19 you have a Republican on the griddl¢ in a hearing like this,
(11 it makes all the national TV. If they found life on Mars
'z today, Senator, and you had a Republican on the gridcle,

{13 there are a lot of nerworks that would put the Republican on
‘tré} the griddie first, even if they all had on Roswell, New
[['s] Mexico, sweatshirts, but the truth is | don't think it's in
;181 the voter's interest, the Democrats or the Republicans, the
1171 unions or management. | don't think it's in anybody's

‘18] interest to give the media more control over the flow of

+9 political information.

200 Senator Cleland. The McCain-Feingold bill, which 1

121 cosponsored and Chairman Thompson has cosponsored-we have
221 31 cosponsors in the Senate-would call for spending limuts.
[23) elimination of soft money, and more free tume from the media
(24 for legitimate candidates for public office. In my view,

Page 259

@s| ___Mr. Barbour. Yes, sir. 'S} that is the direction we ought (o go
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i1 Senator Cleland. We are talking about a Federal law (1  Let me just wrap it up. In the representations to the
21 here banning soft money. by which both parties have gotien 21 IRS in support of this application for tax-exempt status,

13 in massive difficulty here. which is why this Committee

4] exists, unfortunately.

& Now, would you support a full disclosure of the sources
of funding, so-called issue advocacy ads?

Mr. Barbour. Senator, my awn view, and | have said
publicly, everybody who participates in the process cught to
have to fuily disclose that the most important element of
our campaign finance law strucrure is disclosure. but 1 have
to say, those who say this offends First Amendment tights,
have been supported by the United States Supreme Court,
going all the way back 1o the case of NAACP v. Sullivan,
when the court said that organizations shoufidn’t have to
reveal their donors.

[ personally like the idea, but I also confess that |
recognze the First Amendment problems wath it.

Scnator Cleland. We had a constitutional lawyer here
vesterday-] thunk his name was Mr. Becker-who thought that
the Buckley v. Vallejo decision by the Supreme Court should
be reversed, and that that would help in our structuring of
campaign finance laws.

23 By the way, would you support sttengthening the ability
124) of the Federal Election Commission to enforce campaign laws,
125)_including, say, requiring etectromuc filing of disclosure

n
ey
(19}
120)
129
(2
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(y reporis and restoring the use of random audits?
@  Mr. Barbour. Senator. the Republican National
tn Commitiee files with the FEC every month, every year. The
{4 Democrats filed the minimum that is required.
5! As you know, in 1996, the Democratic National Committce
& refused to file its last report before the election. They
1 had to be suced, and they filed it Friday night, before
(v the-or Friday, on the election before Tuesday.
9 1think the FEC should have more power 1o enforce the
(to filing of reports, and 1 think everybody cught to be
"1 required to file monthly because then people-disclosure is
112 the key, Senator, and that is why ! think everybody ought to
13y have to file monthly.
114 Senator Cleland. How about spending limits? Some
115 people objeet Lo spending limuts. Do you have any feeling
1) about that?
11 Mr. Barbour. Senator. i my opinion, spending limits
118 on campaigns and partics will make special interest more
'91 influential and more powerful, not less influential and less
20 powerful,
@1 Americans get their political information from three
2% sources. partics and candidales. special interest groups and
12} the news mednt.
(240 I vou reduce the ability of parties and candidates to
125) speak palinically, then you increase the control over the

31 didn't the NPF state that the NPF was “not an affiliated or
41 unaffiliated part of the Republican party™?

, 88 Mr. Barbour. Yes, sir. If that's~I don't have it in

- (@ front of me, but if it says not an affiliated part of the

- [ Republican National Committee, [ am sure that is in there.

"  Senator Cicland. I would like to bring up Exhibit 259,
@ the Minority Exhibit 259. Just take 2 look a8 that. It is
:[10] a memo from you to Team 100 members stating that NPF would
it1 “help set a positive Republican agenda for America and

(2| wvide a proactive forum for Republican participation.”
'1+3) Did you write that memo?
el Mr. Barbour. Actually, ! didn't, Senator. I believe

‘119 that 1 testified earlier that this was a staff-prepared

'6 memo, and that after the fact, the Legal Department and the
(*7i National Policy Forum both said, hey, some of the stulf in
_I's} there is wyong, we can’t do it. and we didn’t do it, buct as
'9 you know, Senator, I'm sure il's the same way in your

‘r20 office, both now and back in the State, that a lot of stuff
"[21] gets Wrilten with your name on it that you don't writc, and
@21 this was written, 1 think, in good faith, but it was writien
@ with information that wasn't accurate.

@4  Senator Cleland. The memo also said, "It would help

;25 _the party regain its rightful position in this country.”

i (11 You do not believe that that Xind of advocacy is consistent
. (7] with the current law on restrictions on 501(c)X4). do you?
'm  Mr. Barbour. Well, actually, the Democratic Leadershp
41 Council has been very strong and very posiuve with the
{s} Democratic Party on helping sct its agenda, which [ thunk 13
) altowed under S0t(c)(4). | think that the DLC stales inits
. charter that it is trying to build a Democratic majoray,
{8} and that that is permissible, as long a3 it is not the
. (91 primary function.
110 So [ think the DLC operates-is recognuzed by the
{11 Service as 3 S01(c)X4), doing those sorts of things. and |
{12 think they are allowed, though there are some things in thus
1Y particular memeo that are not accurate.
‘(14 Senator Cleland. Yes. Do you have any recommendations
[*si as Far as here in helping us plug loopholes in the law that
{18 bring us to this point? You are a professional n this
117 business. None of us are neophytes. What are some parung
(18] words you woulkd have [or us in teems of a reccommendation we
{*9! might want 1o consider in following on with Scnator
[201 Specter's view that we nced to focus on campasgn linance
1 reform?
271 Mr. Barbour. I think the biggest, most cgregious
123 senous event in campaign finance reform af 1996 cycle was
{24} the amount of money spent by the labor uruons, very openly,
(25]_and 1 think legaily The AFL-CLO said they were gasng o
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1 spend a bunch of money to buy back Democratic control of ] org:njza’mn‘ cven though you had applied for that, but when

(@ Congress in 1995 and 1996, They. in fact, spent over $50
@ million just on television advertising, before you count
] phone banks, get-out-the-vote, direct mail. it is estimated
15 by a professor at Rutgers, they spent 300- to $500 million.
® 1do not have 2 problem with the numbers. The problem
@ [ have is that they paid for that almost exclusively with
s} compulsory union ducs money, Senator, and 1 think if a
1 member of the AFL-CIO in Georgia wants some of his dues
1] moncy to go to pay for Democratic or Republican campaign
111] activity, they should have that right, but should not have
[ their compuisory dues money taken from them and spent by the
{13] union bosses.
e Senator Cleland. May [ say that Georgia is a
1t5] right-towork State. You do not have to join a union. They
{8 can do what the hell you want to with your money, but it
itn beats the hell out of hanging out with a Hong Kong
(18] multimillionaire on his yacht.
19 1'will turn my time back to Senator Glenn.
1200 Chairman Thompson. All right. Senator Bennett is not
R1 here.
R Senator Glenn, [ will refer to you. [ can either give
@3 you some of my time-1 kKnow you have some questions-or we
R« can do another $-minute round. I do think, in fairness to
(25} the witness, we ought to just stay as long as anybody wanis

12 they went back and saw how it had been operated for all this
@] time, it was operated, in their words, as a parusan
" [4) political organization, and it operated that way.
5]  Now, I know you have said that this was legal, this was
" 8 a think tank only, but the IRS, after looking at this and
M doing a thorough 13-page analysis, says all this time you
) were actually operating not as a 501(c), even though you
, 9 were calling it that, but what you were doing was an
(10} illegal-it would be illegal for a 501(c), and they turned
{11 you down, and they had permitted you to aperate as a 501(c)
{12} after the application, which is customary in these cases,
{131 but their statement is that you did not operate that way.
lng  Now, they did not come back and try to get back into
‘s this, but your president of the organization resigned
ji1) because of a fiction of separation that made this flow of
(17 foreign money actually illegal, even though the IRS had not
'8 given you an opinion on this, but you were operating in a
'9) way that they denied later was legal.
201 So that is just the way it appears (0 me, anyway, hete,
:21) and | guess you can say, well, they had not ruled on this ay
122 that time. So whatever you did that they sad later was
i3 illegal 1s something, [ guess, it is by the board af this
'124) time. The problem, though, is, as someone pointed out 2
(251_moment ago, we still have foreign money coming in, and we
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{1i o stay in order 1o conclude tonight.

@ Senator Glenn. We do have some other interests here,

@ and ! would like § minules, and | think others would like

18 it. too. If we could have a S-minute round, it would be

18l appreciated, Mr. Chairman.

®  Chairman Thompson. All right. Senatar Glenn?

n Senator Glenn. Thank you, Mr. Chairman.

@ Mr. Barbouy, it has been a long day here, and | want lo

@ sort of sum up the way things look from this side of the
'\o) bench up here.
1) We have had several witnesses over the last couple of
1121 days. We had Mr. Volcansck, who says that he told you that
(131 this money was Hong Kong in origin, and he said he tolé you
(4} that prior to the time when the loan was consummated.
1) Mr. Young in his deposition says he talked to you on
[18) two occasions about it being Hong Kong dollars that would be
17 used, once at a dinner in Washington here in August of 1994
18] and the summer in 1995 in Hong Kong on the boat, and that is
1191 when you asked for forgiveness, and he said no, because it
{20; was Hong Kong money, it was subject to Hong Kong law, and he
t211 could not go along with that. So he told you that, t00.

7y  Now, Mr. Richard Richards, we will have testimony

) tomorrow here about his comments on the funds, also.

@4  Mr Becker testified that-and these people were all

{28] under oath-all under oath. Mr. Becker testified that the
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| 11 can go through all the technicalitics of thus thung, and
[ there is no doubt that the Democratic fund-raising got

: 131 overboard this time. ] do not know whether it was the same

. (41 depth in the Republican organization or not, Mr. Barbour.

© (5] Maybe it was not, but there was foreign money invoived,
i @ wherever it came from, and it was involved in both
| (1 campaigns.

.t Now,maybe there is 2 degree of difference here. | do

{ @ not know. | guess as we go along, time will lead us to
1110 whatever we find out about this, but | think there was

|11 wrongdoing, and 1 think what Americans want-just one more
i12] minute, please, Mr. Chairman. The Americans watching this
Ii13 whole thing out there are zppalled at Democratic misdeeds,
|14} absolutely, and ! think they are appalled at a sort of a
In$) dancing on the head of a pin and arguing over the legality
‘uq and illegality and didn't money come in to the Republicans,
' also, Well, it did. It came from Hong Kong. We know it
;18 did, and we can dance on the technicalities of this. but it
(9 came in. It was foreign money, and that is it.
20 And the American people do not like that, and they have
‘1217 said repeatedly, they want real honest-to-goodness campaign
122 finance reform, and that is what [ keep poiwnting out over

{23 and over. | want to get thus foreign mess cteaned up,

i[24) whatever the party was. If we come out worse on this than
i28_you do, so be it. Let's get it all out here and let it all

Page 274

1 money came from Hong Kong and that he told the Republican
2 National Committee general counsel that it was Hong Kong

B3t money. even though it was coming through the Ambrous Young
(91 CUSA), and he also testified to the fact that you sajd that

(s1 you would pay ttus off, would recommend that the RNC pay it
® off, there was a problem with it.

N Now, Mr. Baroody, then, he has concerns in several

10} areas. One, he did not know the others were going behind

@ his back with a plan for foreign money, and that had been
no} originally mentioned in the Reed memo, | believe.
{111 Then,and this is an important part, he resigned as the
117 president of NPE and he had been president of NPF for a

[*3] year at this pownt. and he resigned and said in his letier

[ta] 10 you he is resigning. One of the reasons was Lack of

['§} separation between the NPF and the RNC, which he called a
{16] fiction of scparation. and he said that the stzff viewed
(17 this=that the NPF was being run like a division of the RNC.
(18f  Now, the reason | bring it up is this. The Barcody
1191 concerns that he resigned over during this whole period of
1201 operation by the NPF are subsequently borne out by the IRS
21 ruling, it appears, albeit-now. that came later.and {
{22) agree with that, but that what they say 1s that during thus

123) whole ume period-and they looked at it. They had a

24 13-page report on this thing. They say that during thus

@s] whole tume period, NPF was operated not as a 501(c)

: Page 277
! 111 hang out.There was forcign money involved.
@  Then let’s get to the ax-exempt situation and clean up
™ those.There are multiple examples of that on bath sides,
“l and then let's get the thicd-party transfers of money. and
- {51 then let's get into soft money, which is the worst.
" i8] biggest-growing, moist pernicious effect of the whole last
m election cycle, and we can spend all of our time arguing
| about illegalitics, and [ am all for taking carc of
© illegatitics. but there is one thing thus Committee has that
107 the FBI and the people that who are doing the law
(11 enforcement do not have. They do not have the ability to
{12 change the law and correct the situation we sce right now,
13 and that is 2 unique responsibibity that [ think this
(14] Commuttee has this year.
{*s)  We just cannot leave this system 1n place because what
ne we do, we will correct all the illegaliues and see the same
(17 old system that spawncd these problems just come back to
118 haunt us later. ]
(' Salknow this has been a long <lay for you, but | just
120) wanted 10 make that statement. | appreciate the Chairman
211 permutting us to have a second round here.
22 Thank you.
231 Chawrman Thompson. Okay. | will take a unute or two
{2¢; of my time.
125] _ Mr. Barbour, | appreciate your tesumony, too. Youan
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1 1 probably differ somewhat with regard to changes in the
i cureent faw, but what we are trying to do here is. first of
i% all, deal with the past-that is what any investgation
W docs-and determune whether or not laws were viclated,
st determine whether or not there were gross improprictes that
181 alfects the basic integrity of our system and our
tn Government. Those are serious matters. Those are
{8 traditionally the marcters that occupy serious hearings like
19 that, and we have to do that.
(o) Then | would hope at the end of the day, we will ake 2
t11] look at all of that and the things that we have learned and
(17} see if we can make our system better. | am one of those who
(13 thinks that our system can be made 2 lot better; tha it
{14} would be hard to devise a system that could be more
(18] problematic than the one we have got now. Reasonable people
118 can differ on that.
1 My concern has been as we go along that everybody is
{19) going (o have to do a litde something that they do not want
"9} 1o do. Those who simply want to look at the past wrongdoing
1200 have 1o remember that this is a part of a broader context of
{21 a systero that is in somewhat of a dispute right now. 5o we
221 have to look at it that way.
29 Those who want to talk about reform and that that
i2¢] should be our constant focus, | believe. have to understand
[25)_that, unless we are willing on a bipattisan basis to take a

‘ 2

'l Robb stated that, "We definitely want this (o be a joint
2 venture with the Democratic Party.” The Democratic National
™ Committee chairman, Paul Kirk, the then-DNC chairman, Paul
1 Kirk, further emphasized the intermingling of the two
19 organizations when he announced that the DLC and the policy
81 committce of the DNC would share staff. These are both
. M taken from various Washington Post articles.
®  Let me ask you, whea you created the NPE was there any
@ statement about intermingling the two organizations, the RNC
101 and the NPF? Was there any sharing of stafl? Did you have
‘1] RNC staff on the payroll of NPF?
‘12 Mr. Barbour. Senator, no. They are scparate boards.
‘13 | was the only member of the board of NPF who was also 2
14} member of the RNC. There were separate staffs. The two
'145} organizations had a good relationship. | mean, like-minded
i1'e] organizations help cach other, but there was no
117 intermingling of staffs, scparate books, separate offices,
(18} separate functions, separate, as | said in my opening
‘119 remarks.
‘79 Senator Collins. So the statements that [ just read
RY you of two people who are obviously in key positions,
i@ Governor Robb and the DNC chair, indicated more closeness
i@ than at the beginning, anyway, than what you have :ndicaled
‘[24) was the case with the National Policy Forum and the
|@5_Republican National Committee. [s that correct?
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11} fook at serious allcgations of wrongdoing that affect the
@ basic integrity of our Government, people are not going (o
13 believe us when we say that we rezlly want (o reform the
14 system because there are always going to be peoplc out there
{57 that can find some way 1o violate some sysiemn, regardliess of
® what our system is.
M  Sol think Senator Glenn make some valid points. |
® think others have made valid points about our process, but |
w hope as we go forward-and if you have not observed yet, we
1101 usually keep score here about every 30 minutes as to who is
(17} ahead and who is behind, which [ think is somewhat
1171 unfortunate, but as we go forward, | hope we keep in mind
{13 that some of us, certainly 1 think ail of us, want to iook
{t4 at the system and see il we can do better, and we may decide
{15] that this is the best system possible. | do not think so,
118 but, also, before we can do that, we have 1o all be willing
117 to take a look, an objective look to see what kind of
{1 serious violations ook place during this campaign. 1 think
119 you have been helplul in both of those categories.
201 Now, | will relent from my time and call on Senator
21) Collins.
22 Senator Collins. Thank you, Mr. Chairman.
(@3 1 want to echo your longstanding support for campaign
12¢) finance reform. That certainly will be a good result of
231_these hearings. but it is also. as you pointed out,
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‘{1 Mr. Barbour. The intermingling of staff certainly is.
i 3 Senator Collinis. Let me go to another bit of
P information. again [rom the Washington Post. [t is my
' (4 understanding chat in May of 1989, the Democratic Leadership
| 19 Council kicked off 2 nationwide series of public events. and
. ® that included beginning with a threecity swing through
i M Florida, and in announcing these events, then-Senator Chiles
| ® of Florida stated, and { quote, "The DLC is serving notice
' m today that the Democratic Party is alive and kicking, and we
Il'm arc not going to concede any grounds to the Republicans.” '

{t1] He also stated, “The DLC's goal is to help make the

i/ Democratic Party a winnet in national elections again.”
{13 Again, could you compare that for me?

]M Mr. Barbour. Senator, | have read that quote, and |

{181 may have said carlier, the DLC’s charter says that one of
{118 their goals is to build a Democratic majority.

' Ac the National Policy Forum, we considered that

‘[1s} something we could not do. In fact, the lawyers complained
‘191 about calling it 2 Republican center for the exchange of
1201 ideas. They even winced at that, but no, we never said

if21) anything about winning elections, Republican majority. No,
[ ma'am.

{@ Senator Collins. Buring the transition in 1992 to

iﬂ‘l President Clinton's administration, the Democratic

{29] Leadership Council had “at feast 23 professional staffers on
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important that we get to the truth of what happened in
fund-raising in 1996, but interestingly enough, there has
been a third issue raised in my mind by these hearings, and
that is the morc that [ learn about the National Policy
Forum apd the Democratic Leadership Council, the more 1 am
disturbed by the disparate treatment by the Internal Revenue
Scrvice of these Two organizations. That is something that
1 did not expect to come qut of these hearings, but given
the extraordinary powers of the IRS, I am very, very
concerned by the apparently very disparate treatment that
was given by the IRS to the Republican-oriented Nalional
Policy Forum versus the Democratic-oriented Democranc
Leadership Council.

Mr. Barbour. I want to get your opinion on the
rclationship between the Democratic National Committee and
the Democratic Leadership Council and have you compare that
refationship with the National Policy Forum and the
Republican National Committee.

To do that, and if you will bear with me. [ want to
1201 pick up where Scnator Nickles left off and take you through
{211 some statements and have you compare the relationstup [ am
1221 Jescribing with the relationship of the National Policy
{23; Yorum and the Republican Nanonal Committce.
24 Itis my understanding that the Democratic Leadershup
125] Council was founded in 1985 At that lime, then-Governor
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. (1t loan to the transition,” according 1o 2 Washington Times
| @ article.Again, anything comparable between the RNC and the
i {3 National Policy Forum?
i &  Mr. Barbour. Senator, unfortunately, we hadn't gotten
' 15} to have a transition for a Republican President since the
- 8 policy forum, but no, ma’'am, we didn’t do that. { am not
™M sure, ma'am, that that would be impermissibic as long as it
W was policy, but we never did that.
'@  Senator Collins. Could [ have just one additional
'(19] minute, please?
‘(11) Finally, et me just end on a couple of points. !
'71 noticed that my good (riend, Senator Lieberman, for whom )
'3} have the greatest respect, said earlicr that the DLC was
I14) created by people who were not happy with the DNC, and that
115} certainly may have been truc once, but today, the number-two
116) person at the DLC is the chairman of the Democratic Nationa!
111 Committee. The number-one person is the distinguishcd
('g) Senator from Connecticut. The President of the Cnuted
{19] States 1s a former chair of the DLC. So. cerwainly, if this
[20) was once a group from the outside, it has very successfuily
{21) bccome the manstream group.
221 And finally, | would ask that Exhibit 500 be put up on
123 the screcn. Again, my vaderlving concern here is the very
(24} different decision tiat the JRS rcached with regard (o these
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(1 My time has expired, but | would ask that we look at
121 the description of the National Policy Forum, which is
(3 called a Republican center for the exchange of ideas. it is
1s; focused on outreach, on holding grassroot forums.The
15 contrast on the Democratic Leadership Council is the quote
8 form Al Fromm saying that the DLC is hetping (o rebuild the
™ new Democratic majority.
o In your final comment to me, if you had to say which
™ had the closer links to the party organization, what is your
o judgment?
(i1 Mr. Barbour. Senator Dodd, who was my collcague
{12 counterpart, is chairman of the Democratic National
(13 Committee, when | was chairman of the Republican National
(4] Committee, said in the New York Times that the DLC and the
{15] DNC were interdependent; that there was no such
(e interdependency between the RNC and NPE
(N Senator Collins. Thank you, Mr. Barbour, and thank
19 you, Mr. Chairman.
19 Chairman Thompson. Thank you.
=0 Senator Levin?
1] Senator Levin. Mr. Chairman, thank you again.
{22) Mr. Barbour, | wanted to just go over a couple of facts
@ relative to this loan and kind of summarize the appearance
s} here.
g8 Your top strategist. | believe, Mr. Fierce. is
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1 here 'mtoqhe record that Mr. Denning. who was at the same
{23 meeting, said he did not recall saying that. | have-[ do
[ not know what Mr.-
)  Senator Levin. [ am asking you about your recall.
(st Mr. Barbour.And 1 do not believe he said that.
& Senator Levin. All right.
" @ Mr. Barbour. [ do not recall him saying that. The
" () only other person at the meeting who has given sworn
. @ testimony has said he does not recalf him saying that.
ing  Senator Levin. I am just asking you about your recall.
.11 Now, you are given all those facts, all those efforts o
it raise foreign money that was aimed at by your chief
(13} strategist; you are meeting with someone who you knew was 3
Ina) Hong Kong citizen, resident, in Hong Kong, on the phone; you
|15 write letters to him in Hong Kong. I think you knew he had
lt1ey a Hong Kong company; didt you not?
[t Mr. Barbour. | knew he had a business in Hong Kong.
ipe} Senator Levin, Yes. And then what you are saying is
:p1® that you never inquired as to whether that loan mught be
207 bascd on Hong Kong funds? You never made the inquiry?
2y Mr. Barbour. Senator Levin-
:zn Senator Levin. Well, let mie ask you point blank. Did
‘23] you ever think to inquirc as to whether the source of those
/241 funds that were used to guarantee the loan to NPF were Hong
ilzsj Kong sourced? That is my very specifi¢ short question. Did
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(1} that-would he be a strategist of yours at the RNC?
@  Mr Barbour. His title, [ think, was counselor, but
™ yes, that is fair, and he was one of the-before he wotked
i at the RNC. was one of the incorporators or original board
15! members of NPF before he went for the RNC.
®  Senator Levin. Thank you.
1 Mr. Volcansek teatified that he met with Mr. Fierce to
® discuss finding a foreign source for the loan or a loan
@ guarantee, and they were only looking for foreign sources.
(101 That is M. Volcansek's testimony. They tried three. The
(11 first one did not pan out.The second one did. That was |
112 Mr.Young. '
('3 Mr. Volcansek did talking points then for you, which 1
{14 you have talked about today, to calt Mr. Richards to discuss }
(15 "ways in which Ambrous Young and his family"-not Young {
(+#t Brothers (USA), but Ambrous Young and his family-might be !
v of help with respect to this loan. !
(47 You had dinner with Mr. Young here. You had dinner |
{ with him in Hong Kong. You knew he was a Hong Kong citizen. |
w0t there is ample correspondence between you and him, addressed
(21 to him in Hong Kong. .
73  Then Mr.Volcansek testified to something unequivocally
3] under cath, and this is what [ want to ask you about. He
[24) testified in his- :
s} Mr. Barbour. I'm sorry, Senator. This is who now? ;
Puge 2806

{1 Senator Levin. Mr. Volcansek testified.
@ Mr. Barbour. Okay.
131 Senator Levin.And this is on page 108 of his
4 deposition.
%) [tis on line 17. Mr. Voicansek-
(& Mr. Barbour. You know, Senator, you would think as fat
m as | am, | woukl not be so vain, { would get some glasses,
8 but=
W  Senator Levin Well, ! would lend you mine, except nio
{*01 one would recognize me without them.
py [Laughter)
{*x Mr. Barbour. 108. Okay, 108.
113 Senator Levin. Line 17, right: "Prior to October 13,
(i 1994, did you make Haley Barbour aware that Mr. Young would
115 be transferring monies from Hong Xong that would be used to
1] support the collateral used in the loan guarantee made to
(1711 the National Policy Forum?
ttsf  The witnese: Yes, ! did.”

L]

; Page 288
{ m you ever think to make inquiry, given the sensitivity of
& foreign moncy which you have testified (o, because it was
[ not a politically good thing 10 do, is the reason why you
. (g said it was sensitive? Did you ever think (o make inquiry
. (8] relative to the source of those funds?
‘g Mr. Barbour. Senator. the reason | never made inquiry
! (n was that Young Brothers Development (USA) was a donor to the
| 1 RNC, which [ was told the very first time this ever was
1 brought up to me that that was one of the attractive things
101 about Young Brothers Development (USA) being the loan
{17] guarantor, that we already knew they were donors to the RNC.
1121 There was no reason for me to make inquiry.
1 did know Mr. Young was the head of the family and |
4] knew he lived in Hong Kong.
(t5)  Senacor Levin. All right. Now, the only thing which
(18] stretches my creculity more than that is in your letter,
' Exhibit 289, or in the leter-excuse me-1o you from
(18| Ambrous Young, Exhibit 289, this is what he says: He says
(191 that, and this is the bottom paragraph, “We are willing to
R0 consider the support of $2.1 million, which is the amount
[21] you have expressed (0 me that is urgently needed and

‘2 directly related to the November election.”

@  Now,you have testified, | belicve, that you do not
[24] remember seeing this letter; is that correct?
@s] Mg, Barbour. | have testified, Senator, that [ never
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' 1) saw this letter and in fact-

7  Senator Levin. That is fine. My question-
@ Me. Barbour. If | could explain, in the deposition

. @ when this was shown to me, the staff tore off the cover page

15 that showed it had not been sent to me, that it had been
18 sent to Mr. Becker and Mr. Richards. And the cover sheet
m from the fax did not mention My name.
#  Senator Levin.All right.
9] Mr. O’'Donnell. Senator, please let him finish his
110 answer.
(1] Senator Levin. I just simply said he did not reccive
(12 this tetter. That is the question. Now, the answer is he
% did not receive this lctter-so he says. My question is not
(14] that. My question is that this letter says-whoever
[15i receved 11, whoever receved this letter-this letter by
18] Mr. Young says that you expressed to me, (0 hum, that it is
17 urgently needed-that $2.1 million-2nd directly related to
('8 the November election. That 15 what he saud in his letter
to you. whether you ever received it or not.

{91 Now.there is 3 statement under oath by Mr. Volcansek R

o) that he made you aware that Mr. Young would be transferring 201 Is it true that you, Haley Barbour, cxpressed o

(2] monies from Hong Kong prior to October 13th. Do you deny 2» Ambrous Young that the 52.1 miltion guarantce and the

(22 that he made you aware of that fact? izn support was urgently needed-

23  Mr. Barbour. Scnator, | believe 1 have alrcady said in @  Charman Thompson. Last question. Give an answer,

{2 my testimony that I do not recall and do not believe that (24} please.

1251 Fred said that. [ am told and | beligve it has been read 25 Senator Levin. Can | finish the question? .
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"t Chawrman Thompson. Well, certanly.

12 Senator Levin. That you expressed to lum that the

13 money was urgently necded and directly related to the

141 November ¢lection, that is my question.

51 Mr. Barbour. Senator Levin. I not only say that is not

16) cortect, it 15 my understanding that in the deposition that

71 the nunonity took of Mr. Young, he told the minority that

18 there was nothing about this that had anything to do with

9 the congressional election. [ have not been there. [ was
(10} not shown that from his deposition because the staff did not
(11] let me sec his deposition. But it is my understanding that
{121 he has stated under oath that this had nothing to do with
13 the congressional elections.
{+4f  Chairman Thompson. Senator Domenici?
115 Senator Domenici. Well, My. Chairman, again |
16) apologize for not having been here.And let me say, Haley
(17 Barbour, | was out doing what you started, trying to get a
(18] balanced budget which you preached and worked so hard for,
{19 and to get a tax cut for the American people, which you
1201 worked so hard for. And | am sorry you were not there with
1211 me, able to share the successes we have had in the last four
1221 or five months.

1] meantime. we sit here spending three days on three
(@ Republican witnesses on a dry hole. And there is evidence
13 all over the place about something going wrong in that last
) election, and we need your help. You are a stalwart around
(5 here for fairness and equity, and what is going on is not
i) fair. That is as certain as anything. We are not going to
m get anything out of these hearings, so tong as that Attorney
] General has control of everything, and you know it and the
1 President knows it.
{s0)  Thank you, Mr. Chairman.
111 Senator Glenn. Mr. Chairrman, a right of personal
1z privilege.
(13  Chairman Thompson. Senator Glenn?
1141 Senator Glenn. Mr. Chairman, I never heard such a
‘18] miscepresentation of my vicws, Never have [ said we would
18} excuse any illegality. [ have been the one saying let's get
‘'n7 the illegalities, but let's not ieave 2 system in place that
81 says we are then going ta leave the same systern in place
‘(191 that is going to spawn Mmore illegalities in the future.
‘Re} 1 want to deal with foreign money. I have said
1 repeatedly | have talked to the Attorney General. | wanted
‘721 to get anyone we can over here, On our side, we have voted

@3  Iactually made a couple of poinis this morning that | @3 forimmunity where we knew what the proffer was and had some
[24] am not going to make agawn. But | would just like to say to (24 idea. And vesterday, even beyond that, we went ahead and
{251_the ranking Democrat. Scnator Glenn, who commented awhile ‘@] voted immuniry in spite of what the Attorney General said.
Page 291 Fage 264
I ago about technicalities and that this was all 2 mauter of- 11} 1 think that shows where we stand.
21 illegality did not make any difference. It was just @ If[ had any way of gecting all the witnesses back in
13 something to do with- @ here. you are laying something at my doorstep | have no

Senator Glenn, Mr. Chairman, 1 did not say that,and {
have 1o jump in there, because | never made a statement that
illegalitics do not make any difference. Never have { ever
said that in any hearing or in any public statement.

Senator Domenici. Well, let me just continue. The
interesting thing is that you muddled up as if this was
illegal when you know it was not illegal. And you can go
back and read the record. You did that. As a matter of
fact, every lawyer that has looked at this said it was not
iliegal. And in your comments to this witness and to the
people who wete listening then, you tried to say it may be
illcgal. And franidy, that is not right. And I want to ask
you, Senator, because you have been around here a long time-
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Senator Glenn. Let us go back and get the record,
then.

Senator Domenici. Well, we will get it.
Senator Glenn.And we will correct it in the morning,

 control over whatsocver. [ do not know these 50 witnesses.
' 15 1 do not know where they are. And 1 said a litde while ago
' () that if there was any way, anything we-that maybe the
i m illegalities on the Democratic side are greater now. | do
| @ not know. I said let's bring them out, let’s get them out.
. ™ But I have said that we are arguing a lot of technicalities
1110 here, which we are, when we know whether the money was legal
jt11) or illegal, which is what [ said, it did flow into the
iy campaign.
iy And what I did say Was that when the IRS came along a
If14y Little bit later, they said that the NPF had been operated
‘115 not as a 501 operation all that time, and thatis all [
116) said.That is what they said. And so if it had been
‘17 aperated that way, it had been illegal all the way through.
ipe) That is basically what I said and | stand by that statement.
119 To come in on a personal attack like that, 1 just think is
[20) unwarranted.
211 Chairman Thompson. Senator Lieberman?

1221 because you are misrepresenting what [ said. ‘22 Senator Licberman. Thank you, Mr. Chairman. Maybe the
2% Scnator Domenici, Well, we will get it. We will get @3 tenor of the proceedings suggests that we should not conduct
{24} it tomorrow. Fine. Now, iet me teil you, Senator, you have 241 these hearings after 7:00 p.m. at night. [ must say |
@s_been here a long ume and you have a great reputation. and .@s,_myself am troubled. even though you and [, Mr. Barbour.
Page 202 ° Page 295
(1 it is too bad that in these hearings you are not helping us ' 11 began this comparison of the DLC and the NPF in good humor.
2| get the facts. You got the facts from the Republicans. We + @ The repeated retuzn to the comparison, I think. is unfair.
0] need you to tell the Attorney General of the United States * ™1 And I just want 1o make very clear and, finally, | regret
{4 to let us have the facis. 4} having to do it again, there are points of comparison
1) Senator Glenn. | have told them that. (51 berween these two organizations. The law allows 501(cX(1)
18; Senator Domenici. Well, you ought to go out on the [ organizations (o be partisan. Both of these organizations
(n stump and 5ay it. You ought to tell the President that he @ were meant 1o be policy organizations. I can tell you the

{8j is wrong in having the Attorney General of the United States
9 handle this matter when she is there to say that we cannot
11 cven tatk to witnesses. What kind of hearings are these
11 poing to be?
121 Now. 1 repeal, it is not Republicans keeping evidence
1131 from you. Every Republican that has been thought of has
14 come here. One has left the jurisdiction, and we do not
18 even control that person.And S0 of yours will not tesuly.
6} and the Attorncy General sits here and says they do not have
111 to. and she ¢laums she is investigating these people
('8 criminally. Do vou know what is going to happen? She s
{19] powng L0 Investigale them until the hearing opportunaty in
120 this Commulice is over With, and then she is going Lo deaude
1211 whether 1o do anything.
221 Senmator Glenn. Senator, | voted for immunity
123t vesierday That shows wherc | stand on this.
@29 Senator Domenici. And in the meantime-1 want to
@3 finish, | want to finish-and in the mezntime-in the

* (0 DLC was founded in 1985 as an attempt to revive the
@ intellectual policy base of the party, to sec if we could
110 return the party to its historic role as the party of
111 economuc growth and national security and opportunuy and
-2} responsibility and community. We tried to do that, and {
(3] think in some measure we have succeeded, but this hearing 13
114] not about an appeal of the IRS' denial of that status to the
115] NPE
(16§ There are significam differences berween Lthe NPF and
17 the DLC. and it is those factual differences that bring us
1181 here. and they all involve moncy. The DNC has never given a
{19 peany to the DLC, loaned a penny to the DLC or guaranteed a
(26! penny to the DLC.
f21)  What we are here for is the fact that the Republican
122) Nalichal Commutice contributed more than 52 rulhen to the
(231 Nauonal Policy Forum, and then the National Policy Forum
{241 received moncy from a Hong Kong-based organizauion as

(25) collateral lor paying back that moncy to the Republican
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{1 Nationaf Committee, which went into the campaigns of 1994,
21 and in some measure, 1996. So that is what we are here for,
13 and [ want to ask you about chat bricfly.
#  You have spoken several times, and people have asked
15 you, about the fact that the money that came out of the
(8 National Palicy Farum, the $1.6 million, did not go to the
1 RNC specifically, and it did not go 10 the congressional
1) campaigns.That is what you said in your opening satement.
® It went into your non-Federal soft money account, the
1o so-called RNSEC.
M We have aiked about what the RNSEC cannot do. Telt
(121 us, if you will, your understanding of what the various
113 States who received money from the RNSEC, the various State
4] Republican organizations-and our presumption is that most
(15] of the $1.6 million that went from the NPF a3 2 result of
119 the Hong Kong-based collateral, back to the Republican
t1n National SEC accaunt, went out to the vazious States at the
pm end of the 1994 clection. What can the States use RNSEC
19 non-Federal soft money for?
@t Mr Barbour. Senator, just so you will know, your
21 assumption that that is where the rnoney went is not correct,
Rz but | will be giad to answer your question.
@3  The monty had-if the money had never been collected,
r2a) we would have had the same amount of moncy to give to the
[25] State parties to fulfill the plan. The law is that-

[

1} am asking you in 2 way. do you agree with Baroody, Mike
1) Baroody, your own former president of the NPE who said that
31 he assumed that money that would come from abroad would be

, [ legal, but he thought it was wrong to use foreign money to

- 151 operatc an American think tank and then indirectly to put

" i money inlo American campaigns.

“ 1 Mr. Basbour. If on the day that Don and Dan and Fred

i ® said, hcy, we want to propose this to you- .

, M Senator Licberman. Right,

;1) Mr. Barbour. ~if they had said that it was nota

(% company that could have given to the RNC legally-

pa  Senator Licherman. Exactly. What would you have said?

it3} Mr. Barboue. - woulid have said, let's go back and

4 find somebody else.

f't  Senator Lieberman. Let's go find somebody cise, okay.

{6l Mr. Barbour. They had another Ametican company that

1N they were talking about, but, Senator, | want to emphasize,

zuq it was legai and proper for the Policy Forum, legal and

119 proper for the RNC, and the fact that the 501(c){4) status

{201 was wrongly, in my opinion, denied is itrelevant. It is not

12 your 501(c) status. It is that you are 2 nonprofit that

;23 doesn’t 4o polilics.

'@ Senator Lieberman. | appreciate what you said because

‘@4 if on that day, those three folks working around the NPF and

.25]_one for you came 16 you and said this money is coming from
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i1 Semator Lieberman. Where did it go? You are saying
1@ that it did not go. Do you mean in the middie of the 1994
o ciection, you did not put it out and use it in the campaign?
1 Mr. Barbour. Well, you know, [ am not an accountant.
1§ Senator Licberman. Right.
s Mr. Barbour. And 1 remember LIFO and FIFO and all that
m stuff, but { never did understand what it means.
5  Senator Lieberman. So are you saying you may have used
® your line of credit as opposed to oblaining money to put-
{10 hm? Barbous. Senator, we put $500,000 in the buiiding
{rs .
3 Senator Licherman. Yes.
(3 Mr. Barbour. 1 mean, we had plenty, plenty, plenty,
(raf plenty more money than we spenl.
1S Senator Licberman. That {s stifi feaves a million-one
{4 that you got back from NPF but tell me what~
pn Mr. Barbour. [ didn't want you to think I was
(161 accepting your characterization because 1 didn’t respond to
it
2w What can be done? One is the Federa] Election
@n Commission recognizes that we are a national party, and they
22 say 35 percent in this particulay year, 1994, of our
@ overhead operational cost can be spent for out of the
241 non-Federal, 63 percent-i'm sorry. It is 40 percent.In
12s)_1994, 40 percent of the overhead of the National Committee
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* ) Hong Kong to the NFF to free up money {0 come 1o the
@ Repubtican party, you would have said go find another
' @ source, which | presume you mean, of course, an American
. 14 source.
(& Mr Barbour Yes, sir. There was an American company
| m they were talking to that [ would have said iet's do them.
TN Senator Lieberman. Thank you.
1 Chairman Thompson. All right, Thank you.
i o Senator Collins, did you have a ounute? 1 have 3-1/2
|11 minates feft of my time. | will give you 2 1-minute of
b that.
gua Senator Collins. Thank you very much, Mr. Chairman.
1t 1 just think it is important that we clarify the basis
'y for the IRS's decision to turn dowm the 50tcX4)
5“” designation for the Nationa) Policy Forum. It had
ip19 absolutely nothing (o do with how the NPF was funded. That
11N as not a consideration of the IRS's,
it The basis for the IRS decision, Which is on page [3 of
1'® the decision, the IRS says, in summary. we conclude that you
i} are not gperating primary to promote the social welfare
|R1) because you are a partisan issues-oriented organization.
1225 That was the basis, not the funding, and if that is the
129 basis, then, in my mind, the DLC should not have received
ir4 the SOI(::)G) designation as well. Would you agree, Mr.
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11t could get paid out of non-Federal; 60 percent, Federal.

4 Non-Federal can be given 10 non-Federal candidates. We

13 contributed 2- or $3 million that year to gOVErnors' races.

[ We contribute to candidates for lower State office. We've

(s spent a couple of million dollars that year in support of

9 legislative campaigns.

M Senator Licberman. Okay. Let me ask you one last

(0 question because | know my time is up. 1 understand what

® Yyou afe saying. You have denied. and | understand why, that
wa aay of that money may have gone into congressionaf
) campaigns.
t121  You have said that you did not know that the money came
13 from Hong Kong to the NPF and then to the RNSEC account.
4] You do know now that this moneycame from Hong Kong froma
$) non-citizen 1o the American account, to the NPE to the
nei Repubtican National Party. Do you think it was right,
1'n looking back at i? § am not asking abaut culpability here
1181 because you have said you did not know about it then. Do
{19] you think that is an appropriate path?
201 Mr. Barbour Of course, it was legal. Of course. it
(21} was legal and proper.
@ As [said in my statement. | thought that it was conung
123 I‘rlom the Florida company. and 1 thought that was a political
124 plus.
(281 P Senator Licberman. Well, 1 am not asking you that. )

}m; Barbour?
i Page 301
' Mr. Barbour. Yes, ma'am. You are exactly right.
. {#t Chairman Thompson. Senator Cochran?
; Bl Senator Collins. Thank you.-
1 Senator Cochran. Mr. Chairman, | hate 16 ask any more
15t questions. You have been asked so many questions today. {
% think you have handled the situation as well a3 anybody
M could possibly handle the situation. and 1 want you to know
18} that f am very proud the way you have responded taday to the
@t questions that kave been put to you, even though you have
;o had them asked (0 you over and over and over agan in
1 different ways,
p2y 1 was given a copy on one of the tefevision shows fast
113 weekend of one of these letters, like you have had sprung on
{4 you 1oday. They handed it to me and said, "Now, what do you
1181 thunk about thac? You have got Haley Barbour coming to
(8t testify. How is he going to get around this?” [ said,
171 “Well. firse of all, it is not hus Jetter. He did not write
(& Bus. These are not his words. This 13 sorebody ¢lse’s
119 siant on 1. The fetter chey showed me was the one from
2a the Jawyer trying, 1o get You Lo pay the guarantor so they
{271 would not have to live up ro thewr guarantee that they have
22 made of that bank. They wanted you to guarantee the loan.
123 You never agreed (o guaraniee the loan in wriung, verbally.
fz¢; You had hoped that they might forgive it, as § understand

125 what the facts are, but my point 15 this. My answer to the _
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1] questioner at that interview was, “1 know Haley Barbour. and
@ 1 have known him 2 long, long lime, and | think when he
) comes 1o testify, he will help us understand better what the
®) facts are in this hearing, and 1 know he will tell the
1 truth,” and { want you to know that you have not
18 disappointed me. | have been very impressed with your
m credibility, your integrity and your sense of honor, wiich
{4 has come through today very clearly, so that everybody who
19 has witnessed this has 10 be impressed by it.
(tor [ know it has to aggravate you when you continue to
{111 hear the questions like the last question, another innuendo.
' another suggestion, say it all over again that the money
[3) that came 10 the Republican National Committee from the
(141 Policy Forum's loan freed up money for the Republican Party.
118 That is what Senator Licberman said, and then he said it
(14 indirectly put money into campaigns.
111 Now, those are his comments. Your testimony is to the
1m fact that it did not in any way go into campaigns, that the
"9 moncy did not in any way free up money for the Republican
{20t Party, or am I missing this? Why can't others hear that
1] very clearly and read the facts and understand them? it
@ concerns me. {t aggravates me. and | wonder if the people
{23 who are watching this can see that those innuendoes by being
t2¢1 repeated and repeated and repeated are not proof. They do
251 _not amount of facts.

{11 political matters-specifically, why was there no illegal
121 foreign contribution which has been pressed very hard? Say
3] exactly why. .
4 Mc. Barbour. The National Policy Forum got a loan from
151 Signet Bank. guaranteed by a Florida corporation, lo repay a
16l legitimate previously reported debt (o the Republican
1 National Committee. The National Cornmitice had loaned it
. [} money, and it repaid the debt, which it had the right to do.
- @ At the time, [ didn’t know that the Hong Kong company had
i1 lent, loaned, or did whatever, the collateral to the Florida
1t company, but it is still legal, It is a legal transaction
13 o pay a legitimate debt.
{131 Signet Bank cannot make a contribution ta Senator
i) Specter's campaign. It is against the law. The banks can’t
18} give. A corporation can’t give.
19 Terry O'Donnell borrows $50,000 from Signet Bank and
‘N gives you a $1,000 campaign contribution, it is totally
(18 legai. [ mean, the source of the money for your campaign is
pm him.The source of the money for us was NPF paying the RNC
-201 back money it owed that it borrowed from the bank.
2 A bunch of-I'm not 2-1 don’t hold myself out to be an
[z expert lawyer, but some of the best lawyers around lawyered
231 this at the time.
f2¢]  Senator Specter. So your point is that the Young
.tzs1_Corporation (Hong Kong) appropriately advanced fund to the
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i1 Mr. Barbour. Scnator, | don't mind being asked the
@ factual questions. The hardest thing is when people say you
13 have betrayed your country. you have betrayed your party A
(¢ Senatof said that, said that about me, and 1 resent it.-
151 Senator Cochran. Well, I resent it, 100, and I know
1® you well enough 10 know that that is not true at all, no
N hasis in face.
@ { have no other questions, Mr. Chairman.
™ Chairman Thompson. Would you give Senator Specter
(14 whatever time you have remaining?
11 Senator Cochran. I am happy 10 yicld my time to him.
1121 Senator Specter. Thank you very much, Senator Cochran.
{131 Thank you, Mr. Chairman. 1 will not ask how much time it
(4] iy,
1ts)  Chairman Thompson. | think 1 have a little left, too.
1'6] So you can take minc, t00.
(tn  Scnator Specter. Thank you.
's] Mr. Barbour, the good news is that there is a vote at
119 7:45, and for those waiching on C-SPAN2 at 3:00 a.m.
201 somewhere, that is 1% minutes from now.
R |do not want to violate any of the Senate rules of
27 cthucs, but { am going to Uy to ask you some questions
123 instead of making speeches. They get me into wouble.
291 The distinguished ranking rnember, starting the second
t251_round for Questioning, spoke at some length. [ was anxious
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(4 to hear your responsc because that of the program was
@ on CNN, and | am now saying to CNN, which is monitoring

M this, although not covering it. that Owe your response
1 live on CNN when you get aroundt:l:raﬂdng aboaut it, but the
{51 raniung member went into some detail with conclusions.
1 [ know you have been over the graund. The conclusions
m were that this was an illegal foreign contribution.
®  Mr. Barbour. Yes.
™ Scnator Specter.And | would like to hear your

{101 response, because 1 know CNN is now covering this live. as a

{11} matter of lairness.

pa Mr Barbour. Thank you, Senator. You wouid be

*3 interested,  didna't get to answer in the room cither. So |

114l am glad that you are giving me the opportunity.

114 Scnator Specicr. Sometimes hearings are intended to

{181 have questions and answers. S0 now you get to answer.

11 Mr Barbour. Senator, therc was no~-the National

18 Policy Forum did nottung itfcgal or tmproper. There was no

119 ilegal forcign loan. Another question that was asked or

1201 that was raised was the fact-

217 Scnator Specicr. Well, let's come back down to i1, Mr.

22} Barbour.

1231 Mr. Barbour. Yes.

{28} Scnator Specier. Why as you sec it-you are an

125]_expenenced lawyer and an experichced person involved in
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" 1 Young Development Corporation (Florida), and they legally

" 1 engaged in a guarantee arrangement, and that you had advice

. @ of counsel on all of the specifics, and it was alf iegal.

' ) Mr. Barbour. Yes, sir.

' 19 Senator Specter. And if somebody makes an assertion to

' (@ you that it was not legal. you would like to have them point
i (11 okt to you specifically what was not legal about that

i 18} transaction.

» @  Mr. Barbour. There was nothing that was not legal

l10y absolutely out it.

)[! 1) Senator Spectet. But if somebody contends, conclusary,
121 says it was ilicgal, you would like 0 have them-T am

(131 asking you 2 |eading question now, Mr. Barbour, and you are
4] alawyer.You know what a leading question is, but if

115 somebody says to you that it was itlegal, wouldn't you like
i(m to have them specify what was illegal about it?

(1 Mr. Barbour. Yes. Yes, sir.

|m Senator Specter. Now, [ do not like 10 ask leading

9 questions, Mr. Barbour, but sometimes you arc just not a

(2 cooperative witness.

‘@1  Now, you were also asked about this letter from Mr.

‘22 Ambrous Young. [ listened carefully during that

/(23 interrogation session, and { did not hear your answer or
‘(41 observe any opportunity for you to answer, and the issuc was

|2S]_obscured, which has happened a Lime or two, by the exchange
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("l or the cover fax, and this letier is addressed 1o you. It
. @ 15 from Ambrous Young, and there is a2 presumption if a

i letter is mailed that it is received, not conclusive, but a
' |4} presumption, but this letter was not mailed.
[ It says by hand, and the letter says that Mr. Ambrous
. 18 Young is asking his son, Steve Young, to deliver this Ictter
' m with explanations on my behalf. The quesuion is-1 do not
- (s think anybody asked you this-was this [eiter delivered 1o

@ you?
‘noy  Mr. Barbour. No, sif.

['v) Senator Specter.All right. Now, that is a littte

w21 different than a lot of mail which comes in, in the regular
‘(13) course of business, which are all inundated, but if a lctter
{4 is delivered to you by hand, that is something someone would
115) remember a little differendy.

'8} Mr. Darbour. Senator, | speculate-and [ don’t know

17 chis. In fact, ! didn’t know this letter existed until Mr.

1's] Baron showed it to me when he took my deposition. |

"9 remember when Steve Young came to sce me that eveninginthe
{20 office and us visiting and walking him around the office.

1217 He told me that they were going to-that Young Brothers

72 Development (USA) was going to guaranlec the loan, and he
{#3) told me, you know, that they might be willing to do some
[24) more at the end of the year.

sl _ My speculation is, because he told me, he didn't pve
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[t me the [etter. but he didn't give me the ietter. 2
[ Senator Specter. Well, that is the question. The
(1 factual question is did you ge* *he letter. That is fact
1} one.
19 Mr. Barbour. | got the message that they were going to
® do the loan- -
M  Scnator Specter. Okay.
 Mr. Barbour. -but 1 didn't get a letter.
® Senator Specter. You did not get this lctter. So you
(19 did not read this letter if you did not get it. ’
{1 Mr. Barbour. |Shaking head side to side.) '
(121 Senator Specter. Do not nod. Say yes.
113 Mr. Barbour. Okay. Whatever it was, yes. [ trust you !
{4t toually. :
1151 Senator Specter. Did you get the letter? |
1@ Me. Barbour. No, sir. Did [ get the lewter? Na, sir.
1171 Senator Specter. All right. Now, 1 can understand
= s that you were surprised when you were questioned about this
{'% matter, that the fax sheet was tomn off, because the fax
1= sheet shows on its fact, that went to Mr. Benton Becker and
21 Mr. Dick Richards. So the fax sheet shows the {ax did not
=8 g0 10 you, but that is a question for another day, when we
29 take somebody else's deposition as to how they handie this
R4 matter.
@5]__The question is. on this line. which you were

Page 309
(1 questioned about, "If not possible, we are willing to
A consider the support of $2.1 million, which is the amount
9 you have expressed to me that is urgenty needed and
1) directly related to the November elections.”
M  Now, the factual question is whether Mr. Ambrous Young
: m said to Mr. Haley Barbour or whether Mr. Haley
M Barbour-pardon me-said 10 Mr. Ambrous Young, Mr. Haley
W @ Barbour urgenty needs the $2.1 million directly related to
w the November election. Did you say that?
(vt Mr. Barbour. Senator, no, and [ am told-i don’t know
(t1] this as a fact, but { am told that Mr. Young said in his
113 deposition that his approval as the head of the Eamily for
(1% the Florida company to guarantee the loan had nothing to do
4 with congressional elections. [ am told he said that, if,
sl in fact, that is right in his deposition. i
i Senator Specter. Well, all right. You have testified :
(171 that you did not say that. That is the underlying fact.
1'% This is a dangerous question. but do you have an opinion or
(19 a speculation as to why he would have said that in this
1201 letter since you, in fact, did not say thar?
@ Mr. Barbour. Like | say, Senator, 1 had never seen the
2 letter before.
R  Senator Specter. Well, Mr. Barbour, in conclusion-the
24) two most popular words in any presentation-1 do belicve we
s]_have a problem for remedies for the fusure. The question as
Page 310
(1 to whether there was a foreign contribution here is a very H
{21 complicated one, and you have testified as to your siate of
© mind on it and your explanation as to what you did.
W 1f you coliapsed this transaction, it does not jook (oo
{8t good, but that does not deal with what actually happened or
91 what you intended to happen or what advice you got from
M lawyers on this matter, but I want to renew my request,
#) looking to the future-l am going to observe the red
m light-that you give us your judgment as 10 a remedy for it,
(9] so that you do not have, in a collapsed transaction, money
f117 which originates in Hong Kong and gets indirectly through a
'21 chain which may well be perfectly iegal, as you explain that
(43} it is. and ] do not question that, although | do not judge
(14} it, but to give us your views as to how we might improve the
(15) system.
s Thank you. Mr. Barbour, and thank you. Mr. Charrman.
111 Mr. Barbour Thank you, Senator Specter.
(r#f Chairman Thompson. If there is nothing further. we
19) wall recess.
20  Mr. Barbour. we appreciate your testimony. | know it
{217 has been a long day, but you have provided valuable
221 wnwformation to the Commitice and we appreciate it.
@  So we will be in adjournment until 10 o'clock tomorrow.
(24j [Whercupon. 7:44 p.m., the Committee was adjourned to

(2s]_reconvene at 10°00 a.m., Friday, Juiy 29, 1997 |
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